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RADE ORGANIZATION — 


“Q.R.” has become a symbol for the vital inter- 

ational economic issues at stake in the charter for 
n international trade organization. 
Q.R. means quantitative restrictions—the most 
rious obstacle threatening the reconstruction of 
orld trade. All of the other objectives, prin- 
iples, and provisions of the ITO charter—whether 
hey relate to employment, to economic develop- 
ent, to tariffs and internal barriers, to cartels, or 
0 commodity agreements—have significance only 
far as a satisfactory method is found of dealing 
with Q.R. 

Tariffs affect competition by giving some pro- 
ducers higher prices than others. But quantita- 
tive restrictions, which rigidly limit imports and 
exports to specified amounts, kill competition alto- 
gether. No matter how much a purchaser may 
want an imported product, he cannot buy as much 
of it as he is willing to pay for if a quantitative 
restriction stands in the way. The production of 
goods makes sense only if they can be distributed 
toconsumers. Quantitative restrictions cut across 
** Mihe distribution systems of the world, destroy 
world markets, and lead to economic self-suffi- 
ciency and isolationism. Under a regime of quan- 
titative restrictions trade is no longer a matter of 
buying and selling between business enterprises 
in different countries; it becomes an affair of state, 
with bargaining between governments as to what 
field) 200ds, in what amounts, will be exchanged. 
sted) The Geneva charter condemns quantitative re- 
strictions in principle. It does not abolish them, 
for their use is sometimes legitimate; but it con- 
fines them to exceptional circumstances which are 
narrowly defined, carefully safeguarded, and sub- 
ject to international scrutiny and control. 
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HE GENEVA CHARTER FOR AN INTERNATIONAL 


il. Quantitative Restrictions 


The basic rule on quantitative restrictions is a 
simple one, namely, that they are prohibited (par- 
agraph 1 of article 20). This rule is followed by 
specific exceptions dealt with in the following 
paragraphs of article 20 and in articles 21, 22, 23, 
and 24. The length and detail of the text relat- 
ing to these exceptions have been cited by critics 
as evidence that the exceptions are so numerous 
and so wide open that they cancel out the general 
principle. As a matter of fact, the length and de- 
tail of the provisions relating to exceptions are 
due to the elaborate safeguards which have been 
thrown around their use in order to preserve the 
integrity of the general principle. 

There are two main exceptions to the rule 
against quantitative restrictions: one to permit im- 
port quotas for agricultural products in surplus, 
and the other to permit import restrictions to pro- 
tect a country’s monetary reserves and safeguard 
its international financial position. Both of these 
exceptions have precedents in the trade agreements 
concluded between the United States and other 
countries during the interwar years. The other 
exceptions are primarily technical or transitory in 
nature and do not materially affect the long-run 
goal of eliminating quantitative restrictions. 


Epiror’s Note: These articles are part of a series in 
the BuLietin describing the draft charter for an inter- 
national trade organization formulated at Geneva by the 
Preparatory Committee for the United Nations Confer- 
ence on Trade and Employment which will open at Habana 
on November 21 of this year. ‘The first article in the series 
described the General Commercial Provisions of the char- 
ter on tariffs, customs matters, and internal barriers (see 
BULLETIN of Sept. 28, 1947, p. 603). Later articles will 
relate to Subsidies and State Trading, Cartel and Com- 
modity Policy, and the Structure of the ITO. 
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Agricultural Quotas 


The exception for quotas on surplus agricultural 
products (paragraph 2 (c) of article 20) is made 
necessary by the fact that, in the field of agricul- 
ture, governments have so frequently and univer- 
sally intervened to reduce surpluses and prevent 
disastrously low farm prices by limiting the out- 
put or marketing of domestic farm products. An 
example of this is the United States Sugar Act of 
1937, which seeks to keep sugar prices at a reason- 
able level by regulating the quantity of sugar, 
whether domestic or foreign, which comes onto the 
market. So long as governments limit the domes- 
tic production of a product, they must be free to 
take like action with respect to imports. If they 
did not, imports would increase, drive prices down, 
and enlarge the surplus, and the whole scheme 
would fall. 

Three requirements must be met before agricul- 
tural quotas can be imposed under the charter. 
First, imports may not be restricted unless the do- 
mestic product is also restricted. This rule is nec- 
essary to prevent the use of quotas for ordinary 
protective purposes. Secondly, the domestic prod- 
uct must be restricted to approximately the same 
degree as the imported product. This requirement, 
which is related to the first, is necessary to prevent 
countries from applying their restrictions in such 
a way as to boost domestic output by cutting down 
on imports. Finally, advance public notice must 
be given of the amount of imports to be let in, and 
the member applying the restriction must consult 
with any other member who complains that the 
restriction does not meet the requirements referred 
to above. 


Balance-of-Payments Restrictions 


The exception for import restrictions necessary 
to safeguard a country’s balance of international 
payments is a recognition of the hard fact that 
nations, like individuals, cannot long continue to 
buy things for which they cannot pay. If money is 
lacking, purchases must be cut accordingly. The 
only effective way in which a nation can reduce its 
total foreign purchases to the amounts it can 
pay for is to impose quantitative restrictions on 
imports. 

The article on balance-of-payments restrictions 
(article 21) isthe longest in the charter. It is long 
because international finance and exchange is a 
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complicated subject. The articles of agreement 
the International Monetary Fund, which 
solely to the financial aspects of the exchange p 
lem, take up 41 closely printed pages. Article 
of the Geneva charter is long also because it se 
to make sure that restrictions will be applied on 
when necessary for financial reasons and not 
ulterior purposes ; that their administration will 
fair and reasonable in the light of the needs 
interests of other countries; and that there will 
adequate international procedures to insure ¢ 
enforcement of these rules. 

While the detailed clauses of the Geneva chs 
on balance-of-payments restrictions are elabo 
and complex, the general ground rules are fair 
simple: 


First, countries may use restrictions only 
the extent necessary” to keep a reasonable amot 
of monetary reserves—that is to say, an adequ 
pool of money—available to pay for foreign goo 
In other words, they can limit their buying 
other countries only when their pocketbooks 
in real danger. 

Secondly, countries must stop restricting impor 
when their monetary reserves have again reach 
a reasonable level. In other words, they m 
start buying again, in a normal way, when th 
pocketbooks are out of danger. They may 1 
keep the restrictions on in order, for example, 
shelter or build up inefficient industries at thee 
pense of the trade of other countries. 

Thirdly, countries in balance-of-payments di 
ficulties must consult with the International T 
Organization, either before or after applying t 
strictions. The purpose of consultation is to ¢ 
able the ITO to find out precisely what the diffi 
ties are, to see whether there is any way in whi 
they can be overcome, short of imposing restri 
tions on imports, and to estimate what the effe 
of the restrictions might be on the trade of oth 
countries. 

It is not enough to agree upon ground rules! 
each country can decide for itself whether it is ¢ 
serving them. An enforcement procedure is nec 
sary. Accordingly, procedures are provided int 
charter whereby any member of the ITO can co 
plain that another member has failed to live up? 
the ground rules to the detriment of the trade‘ 
the complaining member. The ITO is then 
quired to look into the matter. If it finds that t 
complaint is justified, and if an amicable set 
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nent is not made, the ITO must recommend the 
““ivithdrawal or modification of the restrictions com- 
lained about. If these recommendations are not 
ollowed, the ITO may authorize the complaining 
nember to impose higher tariffs, or quotas, or 
ther measures generally forbidden by the charter, 
gainst the trade of the offending member. In this 
yay an effective penalty is brought to bear against 
ountries which violate the obligations they have 
indertaken. 
There is danger that countries may deliberately 
ailor their domestic policies, such as development 
‘pr employment programs, so as to keep themselves 
constant balance-of-payments difficulties with a 
view to protecting their industries from foreign 
ompetition or cutting themselves off economically 
om the rest of the world. However, purely do- 
immestic policies cannot practicably be brought with- 
n the purview of the International Trade Organi- 
ation. A series of provisions has therefore been 
worked out, designed, on the one hand, to place 
essentially domestic matters beyond outside inter- 
ference and, on the other, to assure that the effect 
tof such policies on the trade of other countries will 
be compatible with the objectives of the ITO to 
expand international commerce. Thus, while a 
member cannot be ordered by the ITO to change 
domestic policies, on the ground that this would 
ase its balance-of-payments problems, it must 
Mmagree to abide by certain principles in carrying 
Bthem out. Concretely, it is provided that members, 
ig in carrying out their domestic policies, undertake : 
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“(i) to pay due regard to the need for restoring 
equilibrium in their balance of payments on a 
“msound and lasting basis and to the desirability 
_g@of assuring an economic employment of produc- 
_ ative resources ; 

“(ii) not to apply restrictions so as to prevent 
Bureasonably the importation of any description 
of goods in minimum commercial quantities, the 
eexclusion of which would impair regular channels 
of trade, or restrictions which would prevent the 
importation of commercial samples, or prevent 
compliance with patent, trademark, copyright, or 
similar procedures; and 

§ “(iii) to apply restrictions under this article in 
1p ™B such a way as to avoid unnecessary damage to 
the commercial or economic interests of any other 
mE Member.” 


t Quantitative restrictions, which are the concern 
of the ITO, and exchange restrictions, which are 
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the concern of the International Monetary Fund, 
are equally effective methods of controlling trade. 
It is essential, therefore, that these two organiza- 
tions work hand in hand. Article 24 of the char- 
ter provides for close collaboration between the 
ITO and the Fund. Members of the ITO are re- 
quired either to join the Fund or to make a special 
exchange agreement with the ITO which will be 
supervised by the Fund. Members are permitted 
to use exchange restrictions under the rules laid 
down by the Fund agreement but they must not 
be applied in such a way as to frustrate the intent 
of the rules laid down in the ITO charter. Finally, 
the ITO must consult fully with the Fund on all 
financial and balance-of-payments questions; 
must accept the findings of the Fund on ali factual 
matters relating to foreign exchange, monetary re- 
serves, and balance of payments; and must accept 
the determination of the Fund as to whether a 
country’s financial position warrants the applica- 
tion of quantitative restrictions under the charter. 


Other Restrictions 

Agricultural quotas and balance-of-payments re- 
strictions are the two “large” exceptions to the rule 
against quantitative trade controls. ‘There are a 
number of smaller ones. Permission is given for 
export restrictions on foodstuffs in critically short 
supply (for example, to cope with famine condi- 
tions) ; for import and export restrictions to en- 
force grading standards (for example, a prohibi- 
tion on imports of substandard tea); for import 
restrictions to make possible the giving away of 
surplus goods without creating disorderly mar- 
kets; for restrictions to prevent excessive exports 
of a product when the domestic price is controlled ; 
for restrictions applied under an approved inter- 
governmental commodity agreement; and for re- 
strictions which are necessary to deal with price 
controls, short-supply arrangements, and war- 
created surpluses during a postwar transitional 
period, ending on January 1, 1951.* 

Restrictions applied under many of these ex- 


The exceptions for restrictions under commodity agree- 
ments and for postwar transitional measures are provided 
for in article 43 (exceptions to all of the commercial policy 
chapter) rather than in article 20 (quantitative restric- 
tions), since measures other than quantitative restrictions 
may be necessary. 
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ceptions will tend to disappear as the after-effects 
of the war are overcome and production in areas hit 
by the war is restored. Other exceptions have a 
limited application and are likely to be used only 
in rare instances. None of these exceptions is such 
as to impair the value of the general rule against 
quotas over the broad range of world trade. 


It is central to the purpose of the ITO to restore 
multilateral trading and eliminate discrimination 
in all its forms. While some discrimination is in- 
evitable so long as quantitative restrictions exist, 
article 22 of the charter seeks to make the admin- 
istration of quantitative restrictions conform as 
closely as possible to the most-favored-nation prin- 
ciple. If restrictions are applied to imports of a 
product from any country, they must be applied to 
imports of that product from all countries. They 
should, if possible, take the form of published 
quotas stating in advance the amount of the prod- 
uct that will be let in. If these quotas are allo- 
cated among countries, the allocations must be fair, 
and to this end the country applying the quota 
must either reach agreement with all other coun- 
tries concerned or else base its allocation upon the 
trade in a past period considered to be representa- 
tive. If published quotas are not used and the re- 
striction takes the form of a licensing regulation, 
the licenses may not require or provide that the 
goods be imported from a particular country. 
Members using licensing systems are required, 
upon request, to give full information to other 
members regarding the administration of the sys- 
tem, the licenses granted over a recent period, and 
the distribution of the licenses among supplying 
countries. 

There are necessary exceptions to the rule that 
quantitative restrictions must be nondiscrimina- 
tory. Article 23 recognizes that a country in bal- 
ance-of-payments difficulties may sometimes be 
able to conserve its monetary reserves and increase 
its imports by purchasing more than the normal 
share of imports from particular foreign coun- 
tries. This would be true, for example, if a coun- 
try, hard-pressed to find enough foreign exchange 
to pay for all that it wanted to buy from abroad, 
had accumulated as part of its monetary reserves 
a stock of “inconvertible” foreign currencies 
which could not be used for payment everywhere 
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in the world but only to pay for imports fro 

a particular country. In such cases rigid enfore 
ment of the rule of nondiscrimination would me 

that the country concerned would have to foreg 
importing a product from country A, even thoug 
it was able to pay country A, solely because j 
was unable to import and pay for the like produ 
of countries B, C, and D. In other words, t 
rigid. an application of the rule of nondiscrimir 

tion in such circumstances might tend to redue 
rather than enlarge, the total of world trade, 

Departures from the rule of nondiscriminatic 
no matter how justifiable in theory, are dangerow 
in practice. Unless closely controlled they 
likely to lead to barter arrangements or othe 
bilateral deals designed to obtain preferential mar 
kets rather than to solve financial problems. Arti 
cle 23, therefore, sets out a number of safeguar 
to keep discrimination within bounds and ever 
tually to place trading on a fully multilate 
nondiscriminatory basis. 

Discriminations based on financial conside 
tions must first of all result in increased imports; 
they cannot be employed merely to divert trade 
from one source of supply to another. Secondly, 
the prices paid for the goods imported under dis 
criminatory restrictions cannot be substantially 
higher than the prices of like goods available from 
other sources. This tends to limit the scope of dis 
crimination and to minimize its harmful effects 
Thirdly, the discrimination cannot be part of any 
arrangement which would reduce the country’ 
supply of gold or convertible currencies. This rule 
is aimed against bilateral bargains to carve out 
preferential trading areas. Fourthly, import pro 
grams involving discrimination must ultimately 
be directed to the goal of eliminating balance-oF 
payments difficulties and achieving the full com 
vertibility of currencies. Fifthly, countries prac 
ticing discrimination must keep the ITO regularly 
informed of what they are doing and, after March 
1, 1952, must obtain the approval of the ITO if they 
are to continue the practice. Sixthly, the ITO cal 
at any time require a country to remove discrim 
nations which do not meet the criteria set out iM 
the charter. Seventhly, if the ITO considers at any 
time that there is no longer a wide-spread dis 
equilibrium in international trade, it may com 
pletely suspend the operation of this exception t 
the general rule against discrimination. 

In addition to the provisions described above, 
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there are certain other exceptions to the rule. 
Some of these are technical, being necessary to 
carry out the articles of agreement of the Inter- 
national Monetary Fund. Others are based on pro- 
visions in the Anglo-American financial agreement. 
One is a temporary arrangement permitting the 
maintenance of preferential quotas on four or five 
specific products pending their outright elimina- 
tion by negotiation or their replacement by tariff 
preferences. j 

Any fair review of the articles on quantitative 
restrictions in the Geneva charter must recognize 
that the exceptions to the rule against quotas are 
substantial. But they do not invalidate the rule. 
The practices which remain forbidden are more 


important for world trade in the years ahead than 
those which are permitted, and many of the latter, 
such as measures to protect balances of payments, 
will drop off or be disallowed as production and 
trade recover from the war. 

The charter is a long-range plan for intergov- 
ernmental cooperation in the conduct of basic 
trade policies. To work effectively it must fit the 
facts which face governments today as well as the 
hopes which motivate governments for tomorrow. 
The articles on quantitative restrictions are the 
product of a practical idealism ; they reflect aware- 
ness both of the conditions that exist and of those 
that must be established if the future is to be one 
of economic expansion instead of stagnation. 


lil. Employment and Economic Development 


The Geneva draft of the charter for an interna- 
tional trade organization is the first document of 
common international understanding containing a 
well-reasoned body of economic ideas and objec- 
tives dealing with the interrelationships of pro- 
duction, employment, economic development, and 
world trade. The achievement is all the more 
notable because of the large measure of agreement 
reached by delegates, representing a variety of 
economic and political viewpoints, upon the basic 
interdependence of economic programs for the 
stabilization of production and employment and 
international programs for the liberation and ex- 
pansion of trade. 

No dissent or reservation was expressed by any 
delegate from the principles contained in chapter 
II, “Employment and Economic Activity”. 
While there were a number of reservations made 
to specific provisions of chapter III, “Economic 
Development”, none of these questioned the eco- 
homic conceptions upon which the chapter’s pro- 
visions were founded. 

There follow summaries of the basic concepts 
of the two chapters. 


The full development of international trade 
and the realization of the benefits to be derived 
from trade depend upon the maintenance and de- 
velopment of production, employment, and de- 
mand for goods and services throughout the world. 
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The full development of trade-supporting demand 
depends upon the domestic policies of the coun- 
tries of the world specifically or generally directed 
to this end, including the development and main- 
tenance of fair labor standards, related especially 
to increasing levels of productivity, and upon the 
development of the potentialities and resources of 
the underdeveloped and underindustrialized por- 
tions of the world. Fuller economic development 
of the underdeveloped portions of the world, lead- 
ing to increased productivity of both industry and 
agriculture, depends upon the availability of eco- 
nomic resources, including capital for interna- 
tional investment, equipment, technology, and 
trained personnel, from the industrialized coun- 
tries which are in a position to supply them. 

Conversely, the failure of one country to main- 
tain domestic employment and demand may con- 
tribute to serious economic difficulties in other 
countries and to the breakdown of international 
trade and the diminution of its benefits. Unrea- 
sonable barriers to the acquisition of economic re- 
sources needed for developmental purposes will 
prevent expansion of production and demand and 
will perpetuate low standards of living in many 
parts of the world. 

These concepts have, for the most part, been 
incorporated in the charter in terms of the recog- 
nition of principles and objectives toward which 
the members of the Organization will strive in 
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formulating their domestic programs. The dele- 
gates who drafted the Geneva text fully realized 
the great divergences of opinion that exist in the 
world and that may exist within a single nation 
concerning the proper selection of domestic pol- 
icies and measures to achieve these objectives. 
They sought, therefore, to preserve the widest 
latitude possible for a variety of domestic ap- 
proaches to the designated ends. 

A clear distinction is made in the language of 
the draft between the economic principles to which 
the members will give general recognition, sub- 
ject finally to their own best judgment, the re- 
sponsibilities which they undertake to perform 
in a prescribed manner, the obligations which they 
undertake to perform in consultation with other 
members or in conjunction with international au- 
thority, and the situations in which the interna- 
tional authority itself is given a specific function 
to perform. ‘ 

The basic idea that the nations of the world have 
a common interest in the avoidance of unemploy- 
ment and underemployment is set forth (article 2) 
as a recognition of principle. This is followed by 
a statement that action in this field “must depend 
primarily on domestic measures”, but that such 
measures should be supplemented by concerted in- 
tergovernmental action through whatever bodies of 
the United Nations, acting under the general spon- 
sorship of the Economic and Social Council, might 
appropriately be involved. 

The contracting members assume a positive obli- 
gation in article 3 with respect to the achievement 
and maintenance of “full and productive employ- 
ment and large and steadily growing demand”, in 
language generally similar to that of the Full Em- 
ployment Act of 1946. The measures which the 
member takes shall be “appropriate to its political, 
economic and social institutions”. The language 
of the charter further recognizes that fulfilment of 
these objectives may well be beyond the capacity of 
action by individual governments and that entirely 
well-intentioned measures may therefore fall short 
of their goal. The member’s responsibility under 
the charter is not, therefore—and could not reason- 
ably be—the achievement of a state of full and pro- 
ductive employment but is the taking of “action 
designed” to achieve and maintain full and produc- 
tive employment. 

Similarly, the obligation toward the achieve- 
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ment and maintenance of fair labor standards 
(article 4) is couched in terms of taking “whatever 
action may be appropriate and feasible” to elimi. 
nate substandard conditions of labor. In view of 
the prevalence of wide international differences in 
productivity, no attempt was made to establish any 
conception of international uniformity in labor 
conditions. The phrase substandard, for example, 
was left without further definition in full realiza- 
tion of the complexity of wage relationships within 
even a single country. Implementation of the pro- 
visions of this article are also a matter of domestic 
action. A change introduced into the Geneva draft 
of the charter adds to the domestic obligations of 
those members who are also members of the Inter- 
national Labor Organization an undertaking to 
cooperate with the ILO in achieving the objectives 
of this article. 

To reinforce the agreed-upon principle that do- 
mestic measures relating to employment, produe- 
tion, and demand bear an important relation to 
economic conditions in the rest of the world, the 
charter also attempts to insure that the measures 
taken by members to achieve full and productive 
domestic employment shall be of the kind which 
look toward the expansion of employment by 
means of the expansion of trade rather than by 
the building of uneconomic industry or the 
achievement of economic autarchy. Thus article 
3 provides that measures taken to sustain employ- 
ment, production, and demand shall be consistent 
with the other objectives and provisions of the 
charter, which envisage a minimum and diminish- 
ing quantity of trade restrictions. The article 
provides further, in the same vein, that members 
shall “seek to avoid” measures which would place 
other countries in difficult balance-of-payments 
situations. 

One of the most serious economic problems 
tackled in the charter is the question of domestic 
action to be taken when balance-of-payments dif- 
ficulties do arise. The charter recognizes that in 
the complex world of modern international eco- 
nomics, balance-of-payments difficulties arise be- 
cause of a variety and often a complexity of 
reasons. Cause or blame cannot readily be attrib- 
uted to the policies of any one nation. Sound 
economic policy, nevertheless, requires that all na- 
tions which may be involved in the problem ¢0- 
operate to solve it, and that solutions be found 
favoring the expansion, rather than the restriction, 
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of international trade. Accordingly, when an ex- 
cess of exports over imports in the trade of one 
member country is a major factor in the difficulties 
of other members, and when the possibility there- 
upon arises that the other members will have to 
take restrictive action to preserve domestic em- 
ployment, the member with the favorable balance 
of trade is to contribute to the working out of the 
common problem. Appropriate action must also 
be taken by the members adversely affected to ex- 
tricate themselves from their own difficulties. The 
kinds of measures to be used are, of course, to be 
decided by the governments concerned. 

The chapter on employment and economic ac- 
tivity emphasizes chiefly the attainment and main- 
tenance of full and productive employment. It 
is the chapter on economic development that looks 
to a major source of the future expansion of world 
trade through raising the productivity and realiz- 
ing the potential capacity of relatively undevel- 
oped areas. The detailed provisions of the chap- 
ter are designed to facilitate the basic pledge of 
the members in article 9 to develop progressively 
their own economic and industrial resources and 
to raise general levels of productivity in both in- 
dustry and agriculture. This will result in in- 
creased demand for goods and higher living 
standards. Increased diversification of industrial 
activity within the developing country may help 
to increase domestic ability to withstand a decline 
in foreign markets. An increased level of eco- 
nomic activity will add specialized, low-cost pro- 
ductive resources and demand for the products 
of other countries to the channels of international 
trade. 

While the responsibility for economic develop- 
ment is essentially a domestic one, it is of the sort 
which necessarily places heavy reliance upon the 
capital, technical, and industrial resources of the 
capital-exporting countries. Accordingly, the 
charter, in article 11, obligates members possess- 
ing such capital resources to impose no unreason- 
able impediments to their acquisition, on equitable 
terms, by countries needing them for economic 
development. 

The ITO itself is given essentially a coordinat- 
ing role with respect to the technical problems of 
development. Members in need of technical advice 
or financial assistance may come to the Organiza- 
tion for aid and the Organization will help them 
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to find such assistance. This may involve the tem- 
porary services of technical experts from several 
nations or the collaboration of another specialized 
intergovernmental organization, such as the Inter- 
national Bank for Reconstruction and Develop- 
ment. 

Of at least equal importance are the expanded 
provisions in the charter for the equitable and se- 
cure treatment of investors, capital, and property 
of foreign nationals engaged in the kind of activity 
which is the cornerstone of economic development. 
In addition to a number of provisions for the min- 
imum security of private international investment 
which are written directly into the charter, the 
Organization is given general authority to spon- 
sor and promote international agreement on fur- 
ther principles relating to the conduct, practices, 
and treatment of foreign investment. Eventually, 
this international agreement should take shape as 
an investment code. 

The investment provisions included in the char- 
ter itself permit members to exclude all foreign in- 
vestments, if they wish, or to discriminate among 
the sources from which they will accept them. 
They also permit members to maintain existing ar- 
rangements and to institute new arrangements 
which discriminate against new foreign invest- 
ments. But, in the case of existing investments or 
new investments, once they have been made, the 
charter requires each member tq treat the investors 
of any other member as well as it treats its own in- 
vestors or those of any other country. The basic 
rule is that no new discriminatory measure can be 
applied to an investment after it has been made. 
A member may write its own rules, but it cannot 
change them after the beginning of the game. 

If a member should require that its own citizens 
participate in the ownership of a particular indus- 
try and if this requirement should involve a trans- 
fer of ownership from the nationals of another 
member, these nationals must be paid “just con- 
sideration” for the property they are required to 
sell. And if a member country should take over 
the ownership of a foreign enterprise, it must pay 
“just compensation” to the foreign nationals in- 
volved. The terms just consideration and just 
compensation, moreover, are defined to cover all 
aspects of payment, including adequacy, time, and 
form. If any limitation is imposed on the trans- 
fer of payments into the currency of the foreign 
sellers of the property concerned, it must be con- 
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sistent with the provisions of the International 
Monetary Fund. 

Finally, the charter obligates members not to 
take “unreasonable or unjustifiable” action which 
would injure the rights or interests of foreign na- 
tionals who have supplied enterprise, skills, capi- 
tal, arts, or technology to the developing country. 


An important part of the problem of economic 
development is the question of protection for the 
infant industry. The commercial policy sections 
of the charter (chapter IV) permit the use of both 
tariffs and subsidies for economic development as 
well as for other aspects of commercial policy. 
The use of other protective measures, however, and 
particularly the use of quantitative trade restric- 
tions and discriminatory internal taxes, is severely 
limited. The use of protection is, of course, most 
appropriate where required for sound economic 
development. Even in such cases the need to go 
beyond the use of tariffs and subsidies to the em- 
ployment of quantitative restrictions is limited to 
special situations. Moreover, quantitative restric- 
tions, once established, may be relatively more dif- 
ficult to remove than other measures used for the 
same purpose. Their establishment not only cre- 
ates protection for the domestic industry but fos- 
ters vested interests in specific directions of trade. 
And not of minor importance is the fact that it is 
frequently impossible to distinguish protection 
for economic development from protection for 
other purposes. 


Accordingly, the charter reserves the employ- 
ment of quantitative restrictions, even for the pur- 
pose of economic development, to those cases in 
which the nature of the development problem 
makes the use of other devices inappropriate or 
ineffective. The basic rule, set forth in article 13 
of the charter, is that a member must obtain the 
prior approval of the Organization for this use. 

This does not mean, however, that the Organiza- 
tion is given the power to review or veto the eco- 
nomic development plans of its members. Deter- 
mination of the nature and scope of the industries 
to be developed is exclusively the prerogative of 
the member country involved. The role of the 
Organization is limited to the determination of 
the one question: Is it necessary for the member 
to use methods of protection otherwise prohibited 
by the charter, rather than the methods which 
the charter allows, to accomplish its purpose of 
development ? 
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The requirement of prior approval for the use 
of quantitative restrictions in economic develop- 
ment was one of the most thoroughly debated por- 
tions of the Geneva draft. The underdeveloped 
countries contended strongly for freedom to im- 
pose restrictions subject to a provision allowing 
the ITO subsequently to examine the measures and 
to order their discontinuance. The procedures and 
standards finally agreed upon were designed to 
provide a fair balance between the possible need 
of the underdeveloped country to employ tempo- 
rary restrictive devices for developmental pur. 
poses and the broader interests of the world in 
preserving a trading community free from avoid- 
able restrictions. 

In recognition of the special problems of the 
underdeveloped country, a series of standards is 


provided which, if met by the member seeking to | 


impose quantitative restrictions, would create a 
presumption in favor of approval. The chief of 
these standards are (a) that the proposed meas- 


ures be no more restrictive of international trade | 


than tariffs or subsidies which the members could 
practically impose under the charter, and (0) that 
they are more suitable to the purpose than other 
available methods of protection. 

Procedurally, the underdeveloped country is 
given the additional assurance of quick action by 
the Organization; the latter is obligated to act 
within a definite period of time. Moreover, if the 
development of an industry is threatened because 
the prospect of Organization approval of new re- 
strictions results in an unusual increase in imports 
of the products concerned, the member involved is 
permitted temporarily to adopt measures to deal 
with the situation. The Organization may also 
give approval to the institution of a new prefer- 
ential arrangement, otherwise prohibited by the 
charter, if it is designed to foster economic de 
velopment. 

The basic requirement of prior action by the 
Organization, together with the Organization’ 
power to surround its approval with conditions 
and restrictions as to timing, is designed to pro- 
tect the interests of the rest of the world and to 


insure that restrictive measures will be considered » 


coolly and impartially before they are instituted 
and take firm root. 
The approval which the Organization gives to 


(Continued on page 680) 
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THE UNITED NATIONS AND SPECIALIZED AGENCIES 


Second Session of the General Assembly 


The Establishment of an Interim Committee of the General Assembly ' 
UNITED STATES PROPOSAL 


Tue GENERAL ASSEMBLY 


Conscious or the responsibilities specifically 
conferred upon it by the Charter in relation to the 
maintenance of international peace and security 
(Article 11), the promotion of international co- 
operation in the political field (Article 13), peace- 
ful adjustment of any matters likely to impair 
the general welfare and friendly relations among 
nations (Article 14) ; 

DeeMIne IT NEcEssARY for the effective perform- 
ance of these functions to establish a committee 
for study, inquiry and discussion on its behalf 
during the period between the adjournment of 
the present session and the convening of the next 
regular session of the General Assembly (Article 
22) ; 

Recoenizine fully the primary responsibility 
of the Security Council for prompt and effective 
action for the maintenance of international peace 
and security (Article 24) ; 

Resolves THAT 


1. An Interim Committee is created composed 
of all the Members of the United Nations, each 
Member to have one representative ; 

2. The Interim Committee shall assist the 
General Assembly by performing the following 
duties and functions: 


(a) to consider, as it may determine, such 
situations as may come to its attention within 
the purview of Article 14, or such questions 
as are brought before the General Assembly by 
the Security Council pursuant to Article 11 (2), 
and to report thereon, with its recommendations 
to the General Assembly ; 

(b) to consider and to make recommenda- 
tions to the General Assembly upon general 
principles of co-operation in the maintenance of 
international peace and security under Article 
11 (1) and to initiate studies and make rec- 
ommendations for the purpose of promoting 
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international co-operation in the political field 
under Article 13 (I) (a); 

(c) to consider whether occasion may require 
the calling of a special session of the General 
Assembly and if it deems that such session is 
required, to so advise the Secretary-General ; 

(d) to conduct investigations and appoint 
commissions of inquiry within the scope of its 
duties and functions as it may deem useful and 
necessary ; 

(e) to study, report and recommend to the 
Third Regular Session of the General Assembly 
on the advisability of establishing a Committee 
of the General Assembly on a permanent basis 
to perform the duties and functions of the 
Interim Committee with any changes considered 
desirable in the light of its experience; 


(f) to perform such other functions and 
duties as the General Assembly may assign to it. 


3. In discharging its duties and functions, the 
Interim Committee shall at all times take cogni- 
zance of the responsibilities of the Security Coun- 
cil under the Charter for the maintenance of 
international peace and security, and it shall also 
take duly into account the duties and functions 
assigned by the General Assembly or by the Secu- 
rity Council to any committee or commission, such 
as the Atomic Energy Commission, and the Com- 
mission for Conventional Armaments. 

4. The provisional rules of procedure of the 
General Assembly shall, so far as applicable, 
govern the proceedings of the Interim Committee 
and such sub-committees and commissions as it 
may set up. The Interim Committee shall elect 
its Chairman, Vice-Chairman, Rapporteur and 
such other officers as it may deem necessary. The 
Interim Committee shall be convened by the Secre- 
tary-General within fifteen days following the 


*U.N. doc. A/C. 1/196, Sept. 26, 1947, as corrected. 
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THE UNITED NATIONS AND SPECIALIZED AGENCIES 


close of the Second Regular Session of the General 
Assembly, and it shall continue to serve until the 
beginning of the Third Regular Session of the 
General Assembly. 

5. The Secretary-General shall enter into suit- 
able arrangements with the appropriate authori- 


ties of any Member State in whose territory the 
Interim Committee or its sub-committees or com- 
missions may wish to sit or to travel. He shall 
provide necessary facilities and assign appropriate 
staff as required for the work of the Interim Com- 
mittee, its sub-committees and commissions, 


Threats to the Political Independence and Territorial Integrity of Greece’ 


UNITED STATES PROPOSAL 


WHEREAS 

The peoples of the United Nations have ex- 
pressed in the Charter of the United Nations their 
determination to practice tolerance and to live 
together in peace with one another as good neigh- 
bours and to unite their strength to maintain in- 
ternational peace and security ; and to that end the 
members of the United Nations have obligated 
themselves to carry out the purposes and principles 
of the Charter; 

Tue GENERAL ASSEMBLY OF THE UNITED NaTIons, 

Havine consiperep the record of the Security 
Council proceedings in connection with the com- 
plaint of the Greek Government of 3 December 
1946, including the report submitted by the Com- 
mission of Investigation established by the Se- 
curity Council resolution of 19 December 1946, 
and information supplied by the Subsidiary Group 
of the Commission of Investigation subsequent to 
the report of the Commission : 

Finps that Albania, Bulgaria and Yugoslavia, 
in contravention of principles of the Charter of 
the United Nations, have given assistance and 
support to the guerrillas fighting against the 
Greek Government ; 

Cats upon Albania, Bulgaria and Yugoslavia 
to cease and desist from rendering any further 
assistance or support in any form to the guerrillas 
fighting against the Greek Government; 

Cauts upon Albania, Bulgaria and Yugoslavia 
on the one hand and Greece on the other to co- 
operate in the settlement of their disputes by peace- 
ful means, and to that end recommends 


(1) That they establish normal diplomatic and 
good neighbourly relations among themselves as 
soon as possible; 

*U.N. doc. A/C.1/191, Sept. 25, 1947. 
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(2) That they establish frontier conventions 
providing for effective machinery for the regula- 
tion and control of their common frontiers and for 
the pacific settlement of frontier incidents and 
disputes ; 

(3) That they co-operate in the settlement of 
the problems arising out of the presence of refu- 
gees in the four States concerned through vol- 
untary repatriation wherever possible and that 
they take effective measures to prevent the par- 
ticipation of such refugees in political or military 
activity ; 

(4) That they study the practicability of con- 
cluding agreements for the voluntary transfer of 
minorities ; 

EstTABiisHEs a Special Committee 

(1) To observe the compliance by the four gov- 
ernments concerned with the foregoing recom- 
mendations; 

(2) To be available to assist the four govern- 
ments concerned in the implementation of such 
recommendations ; 


RecommMenps that the four governments con- 
cerned co-operate with the Special Committee in 
enabling it to carry out these functions; 

AvutuorizEs the Special Committee, if in its 
opinion further consideration of the subject mat- 
ter of this resolution by the General Assembly 
prior to its next regular session is necessary for the 
maintenance of international peace and security, to 
recommend to the members of the United Nations 
that a special session of the General Assembly be 
convoked as a matter of urgency. 


Tue Specta, CoMMITTEE 
Suat Consist of representatives of 
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SHALL HAveE its principal headquarters in 
Salonika and with the co-operation of the four 
governments concerned shall perform its functions 
in such places and in the territories of the four 
States concerned as it may deem appropriate; 

SHALL RENDER a report to the next regular ses- 
sion of the General Assembly and to any prior 
special session which might be called to consider 
the subject matter of this resolution, and shall 
render such interim reports as it may deem appro- 
priate to the Secretary-General for transmission 
to the Members of the Organization; in any re- 
ports to the General Assembly the Special Com- 
mittee may make such recommendations to the 
General Assembly as it deems fit; 

SHALL DETERMINE its own procedure, and may 


THE UNITED NATIONS AND SPECIALIZED AGENCIES 


establish such sub-committees as it deems neces- 
sary; 

SHALL COMMENCE its work as soon as practicable 
after , 1947, and shall remain in existence 
pending a new decision of the General Assembly. 


Tue GENERAL ASSEMBLY 


Requests the Secretary-General to assign to 
the Special Committee staff adequate to enable it 
to perform its duties, and to enter into a standing 
arrangement with each of the four governments 
concerned to assure the Special Committee, so far 
as it may find it necessary to exercise its functions 
within their territories, of full freedom of move- 
ment and all necessary facilities for the per- 
formance of its functions. 


Current United Nations Documents: A Selected Bibliography’ 


General Assembly 


Agreement Between the United Nations and the United 
States of America Regarding the Headquarters of the 
United Nations. Signed at Lake Success on 26 June 
1947. Report by the Secretary-General. A/371, Sep- 
tember 3, 1947. 27 pp. mimeo. 

Registration and Publication of Treaties and Interna- 
tional Agreements. Report by the Secretary-General. 
A/380, September 4, 1947. 2 pp. mimeo. 

Report of the Economic and Social Council to the Second 
Regular Session of the General Assembly. Covering 
the Period From 3 October 1946 to 17 August 1947. 
A/382, September 9, 1947. 92 pp. mimeo. 

Simultaneous Interpretation. Report of the Secretary- 
General. A/383, September 8, 1947. 4 pp. mimeo. 
Also A/383/Corr.1, September 12, 1947. 1 p. mimeo. 

Report of the Committee on Procedure for the Admission 
of New Members. A/384, September 12, 1947. 13 
pp. mimeo. 

Committee on Procedures and Organization. Measures 
To Economize the Time of the General Assembly. 
Note by the Secretariat. A/AC.12/9, September 10, 
1947. 12 pp. mimeo. 

——Revision of the Provisional Rules of Procedure for 
the General Assembly. Memorandum by the Secre- 
tariat. A/AC.12/12, September 11, 1947. 37 pp. 
mimeo, 

General Committee. Proposed Allocation of Agenda 
Items to the Committees. Note by the Secretary- 
General, A/BUR/82, September 12, 1947. 5 pp. 
mimeo. 

Documentation of the Provisional Agenda and Supple- 
mentary List of Items to 11 September 1947. Pre- 
pared by the Documents Index Unit. A/INF/10, 
September 12, 1947. 6 pp. mimeo. 
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The Journal of the General Assembly, Second Session, 
will be printed daily during the Assembly meetings. 

Draft Agreement Between the United Nations and the 
Universal Postal Union. A/347, September 2, 1947. 
5 pp. printed. [No price given.] 

Draft Agreement Between the United Nations and the 
World Health Organization, A/348, September 2, 1947. 
9 pp. printed. [No price given.] 

Draft Agreements Between the United Nations and the 
International Bank for Reconstruction and Develop- 
ment and the International Monetary Fund. A/349, 
September 2, 1947. 9 pp. printed. [No price given.] 

Report to the General Assembly by the United Nations 
Special Committee on Palestine. Annexes 1 to 21 and 
Appendix A/364/Add. 1, September 9, 1947. 157 pp. 
mimeo. [The Buttetin of September 21, 1947, on 
pp. 546-561, printed excerpts from this report.] Also, 
A/364/Corr. 1, September 15, 1947. 1 p. mimeo. 

Official Records of the Second Session of the General As- 
sembly. Supplement No. 11. United Nations Spe 
cial Committee on Palestine. Report to the General 
Assembly. Volume I. A/364, September 3, 1947. v, 
65 pp. printed. [75¢.] 

——Volume III, Annex A: Oral Evidence Presented at 
Public Meetings. A/364, Add. 2. IV, 247 pp. printed 
[$2.00.] 

Draft Agreement Between the United Nations and the 
International Telecommunications Union. A/370, 
September 9, 1947. 7 pp. printed. [No price given.] 


+ Printed materials may be secured in the United States 
from the International Documents Service, Columbia Uni- 
versity Press, 2960 Broadway, New York City. Other 
materials (mimeographed or processed documents) may 
be consulted at certain designated libraries in the United 
States. 
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INTERNATIONAL ORGANIZATIONS AND CONFERENCES 


Calendar of Meetings’ 





Closed During Month of September 


IMO (International Meteorological Organization): Meeting of the Technical . 4Sept. 13 
Commissions. 


Anglo-American Conversations Regarding German Coal Production. . . . baa . 12-Sept. 10 


Inter-American Conference on the Maintenance of Continental Peace and ; . 15-Sept. 2 
Security. ‘ 


International Exhibition of Cinematographic Arts i . 23-3 


FAO (Food and Agriculture Organization): Annual Conference: Third Ses- . 25-Sept. 
sion. 


United Nations: 
Committee on Information From Non-Self-Governing Territories . . .| Lake Success. .. . . 28-Sept. 12 
ECOSOC (Economic and Social Council): 

Statistical Commission: Second Session Lake Success. . . . . 28-Sept. 4 
Social Commission: Second Session Lake Success. . . . . 28-Sept. 13 


WHO (World Health Organization): 
Committee on Administration and Finance . 28-Sept. 12 
Fourth Session of the Interim Commission . 30-Sept. 13 


Fourth International Cancer Research Congress i . 2-7 
Committee on 1950 Census of the Americas ae Sad . 2-8 


ILO (International Labor Organization): Industrial Committee on Metal | Stockholm . 15 
Trades. 


25th Session of the International Statistical Institute Washington .... . 6-18 
First General Assembly of the Inter-American Statistical Institute . . . .| Washington... . . 6-18 
World Statistical Congress Washington .... . 8-12 


Second Annual Meeting of the Board of Governors of the International | London . 11-17 
Bank for Reconstruction and Development. 


Second Annual Meeting of the Board of Governors of the International . 11-17 
Monetary Fund. 


Cannes Film Festival - 12-25 
ICAO (International Civil Aviation Organization): Meteorological brews . 17 (one day) 
Division. 
Pan American Sanitary Organization: Executive Committee ORs «ike: s . 22-23 
in Session as of September 30, 1947 


Far Eastern Commission 








1 Prepared in the Division of International Conferences, Department of State. 
2 Exact closing date not known. 
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Calendar of Meetings—Continued 





United Nations: 1946 
Security Council Lake Success. . . .| Mar. 25- 
Military Staff Committee Lake Success. . . .| Mar. 25- 
Commission on Atomic Energy Lake Success. . . .| June 14— 


1947 


Commission on Conventional Armaments Lake Success. . . .| Mar. 24—- 

General Assembly Lake Success and | Sept. 16—- 

Flushing Mead- 

ows. 

ECOSOC (Economic and Social Council): Subcommission on Sta-| Lake Success. . . .| Sept. 22- 
tistical Sampling. 


German External Property Negotiations (Safehaven): 1966 
With Portugal i Sept. 3- 
With Spain i Nov. 12- 

Inter-Allied Trade Board for Japan i . » « «| Oct. 24 


1947 


International Conference on Trade and Employment: Second Meeting of Apr. 10- 
Preparatory Committee. 


Council of Foreign Ministers: 
Committee To Examine Disagreed Questions of the Austrian Treaty . . . i May 12- 
Meeting of Deputies for Italian Colonial Problems Sept. 30— 


International Radio Conference Atlantic City ...| May 15- 
International Telecommunications Plenipotentiary Conference Atlantic City .. .| July 1- 
International High Frequency Broadcasting Conference Atlantic City .. .| Aug. 15- 


ICAO (International Civil Aviation Organization): 
Legal Committee Sept. 10—- 
Joint Airworthiness-Operations Committee i Sept. 23- 
Aerodromes, Air Routes, and Ground Aids Division Sept. 23- 


IMO (International Meteorological Organization): Conference of Directors .| Washington . . . .| Sept. 22- 
Pan American Sanitary Organization: Directing Council Buenos Aires. . . .| Sept. 24— 
ICEF (International Children’s Emergency Fund): Program Committee . .| Lake Success. . . .| Sept. 29- 
ECITO (European Central Inland Transport Organization): Ninth Session . i Sept. 29- 
Scheduled for October-December 1947 
Conference of International Committee on Folk Art and Folklore i Oct. 1-5 


ICEF (International Children’s Emergency Fund): Meeting of Executive - « « «| Oct. 2 
Board. 


Rubber Study Group: Meeting of Management Committee y Oct. 2-3 


Third International Congress on Grapes, Grape Juice and Wine Oct. 2-7 


International Conference of National Tourist Organizations: General i Oct. 4- 
Assembly. 


Uniied Nations: 


Narcotic Drugs Supervisory Body: 28th Session 
Narcotic Drugs Supervisory Body: 29th Session 
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United Nations—Continued 
ECE (Economic Commission for Europe) : 
Panel on Housing Problems 
Committee on Electric Power 
Subcommittee on Timber .. . 
Committee on Inland Transport 
Committee on Industry and Materials 
Yommittee on Coal 
ECOSOC (Economic and Social Council) : 
Subcommission on Employment and Economic Stability. . . 
Subcommission on Economic Development 
Commission on the Status of Women: Second Session 
Subcommission on Protection of Minorities and Prevention of Dis- 
crimination. 
Human Rights Commission: Second Session take 
Transport and Communications Commission: Second Session. . . . 
International Conference on Trade and Employment 
ECAFE (Economic Commission for Asia and the Far East) 
Trusteeship Council:' Second Session 
Permanent Central Opium Board 
International Maritime Conference 


International Conference on Livestock Production 


International Tin Study Group: Meeting of Management Committee. . . 


Sixth Pan American Congress of Architects (Including Pan American Ex- 
hibits of Architecture and City Planning). 


First Pan American Consultation on History. . . 


WHO (World Health Organization): Expert Committee on the Revision of 
the International Lists of Causes of Death and Morbidity. 


National Exhibition and Meeting of Cartography and Optics . 


ILO (International Labor Organization) : 
Preparatory Regional Asian Conference . . . 
103d Session of Governing Body 
Joint Maritime Commission 


Anglo-American Discussion on Financial Provisions of Bi-Zonal Economic 
Fusion Agreement. 


IEFC (International Emergency Food Council): Fifth Meeting. . . . 
Second Preliminary Meeting of Experts of Red Cross 
17th Session of the International Wheat Council . . . . 


Special Committee To Make Recommendations for the Coordination of 
Safety Activities in Fields of Aviation, Meteorology, Shipping, and Tele- 
communications. 


NARBA (North American Regional Broadcasting Agreement): Meeting of 
Technicians. 


UNESCO (United Nations Educational, Scientific and Cultural Organiza- 
tion): 
Executive Board: Fourth Session 
General Conference: Second Session 


3 Tentative. 
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Geneva . . 
Gemewa . . s+ 
Geneva . 
Geneva... 
Geneva . 
Geneva . 


Lake Success . 
Lake Success. . . 
Lake Success. . 
Geneva . 


Ce os 
Lake Success . 


Baguio, Philippines . 


Lake Success. . . 


Geneva’. . 


Brussels. . . 


Lima . 


Mexico City . 


Geneva... 


Florence, Italy . . 


New Delhi 
Geneva... 
Geneva 


Washington... . 


Washington .... 


Stockholm 


Washington... . 


London 


Mexico City... . 
Mexico City. ... 


Department 





1947 


Oct. 7- 
Oct. 9-15 
Oct. 15-17 
Oct. 20-24 
Nov. 15-20 
Nov. 18-22 


Nov. 17- 
Nov. 17- 
Nov. 17- 
Nov. 24- 


Dec. 1- 
Dec. 8- 
Nov. 21- 
Nov, 24— 
Nov. 24- 
Nov, 24— 
November ® 


Oct. 8-9 
Oct. 9-10 
Oct. 15-25 


Oct. 18-23 
Oct. 21- 


Oct. 27—Nov. 9 


Oct. 27—Nov. 10 
Dec. 8- 
December 


Early October 


October 
October 


Late October or 
November 


October 


Nov. 1- 


1947 


Nov. 1- 
Nov. 6—Dec. 3 
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ICAO (International Civil Aviation Organization): Special Conference on 


Multilateral Aviation Agreement. 


Inter-American Conference and Committee on Social Security 


Council of Foreign Ministers: 
Session of 
Meeting of Deputies for Germany 


Arts and Handicrafts Exhibition of American School Children 


Fifth Meeting of the Caribbean Commission 


1947 
Nov. 3- 


Rio de Janeiro. . .| Nov. 10—- 


November 


London November 
November 


Dec, 1-6 


Montevideo .... 











Activities and Developments » 


U.S. DELEGATION TO SIXTH PAN AMERICAN 
CONGRESS OF ARCHITECTS 
[Released to the press September 25] 
The Department of State announced on Sep- 
tember 25 that the President has approved the 
composition of the United States Delegation to the 
Sixth Pan American Congress of Architects which 
is scheduled to be held at Lima, Peru, October 
15-25, 1947. The Delegation is as follows: 


Chairman 

Julian Clarence Levi, Chairman of Committee on Inter- 
national Relations, American Institute of Architects, 
New York City 

Delegates 

Marshall A. Shaffer, Chief, Office of Technical Services, 
Division of Hospital Facilities, U.S. Public Health 
Service 

Ralph Walker, American Institute of Architects, New York 
City 

Samuel I. Cooper, American Institute of Architects, At- 
lanta, Ga. 

Lewis P. Hobart, American Institute of Architects, San 
Francisco, Calif. 


This Congress, which is one of a series begun in 
1920, brings together qualified technical personnel 
to discuss problems and review progress in Ameri- 
can architecture. Among the topics to be discussed 
at the Congress are: American architecture and its 
influence on present continental architecture ; char- 
acteristics and functions of planned community 
units in the cities of the Americas; and new con- 
struction methods and materials. An exhibit of 
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pan-American architecture and city planning will 
be held in conjunction with the Congress. 

The Fifth Pan American Congress of Architects 
was held in Montevideo, Uruguay, in March 1940. 


U.S. DELEGATION TO AIRWORTHINESS 
COMMITTEE OF ICAO 


[Released to the press September 18] 
The Department of State announced on Sep- 
tember 18 the composition of the United States 
Delegation to the joint Airworthiness-Operations 
Special Committee meeting of the International 
Civil Aviation Organization (1cao), which is 
scheduled to open at Paris on September 23, 1947. 
The chairman of the Delegation will be Robert 
D. Hoyt of the Civil Aeronautics Board and the 
vice-chairman, Raymond B. Maloy of the Civil 
Aeronautics Administration. Advisers are Rob- 
ert W. Ayer, American Airlines, representing the 
Air Transport Association of America; John A. 
Carran, Civil Aeronautics Administration; Allan 
W. Dallas, Air Transport Association of America ; 
Kendall G. Hathaway, Civil Aeronautics Board; 
W. E. Koneczny, Civil Aeronautics Board ; Joseph 
Matulaitis, Civil Aeronautics Administration; 
Philip A. Colman, Lockheed Aircraft Corpora- 
tion; W. Bailey Oswald, Douglas Aircraft Cor- 
poration, representing the Aircraft Industries As- 
sociation; and Howard B. Cox, representing the 
Air Line Pilots Association. 








ACTIVITIES AND DEVELOPMENTS 


It is expected that representatives from approx- 
imately 15 nations will attend the meeting. The 
1cao Council at Montreal approved the con- 
vening of this Special Committee in order to clar- 
ify the issues raised by temperature accountability 
as they relate to aircraft performance in airline 


International Meteorological Organization: 
of Conference of Directors 


operations. The recommendations expected from 
this meeting will be presented to the Airworthi- 
ness and Operations Divisions of 1cao at their 
next meetings in Montreal for approval and pro- 
mulgation as standards in International Air Route 


Operations. 


Opening Session 


ADDRESS BY ASSISTANT SECRETARY NORTON! 


If there is one subject that need not be im- 
pressed upon scientists whose realm is the atmos- 
phere, it is the subject of international cooperation. 
The sphere of the meteorologist completely en- 
velops the earth. It moves unhindered from 
country to country and from continent to conti- 
nent without passport or permission when it 
crosses coast lines and international boundaries. 
Meteorologists know the importance of interna- 
tional cooperation, and I understand that you have 
been successful in working together for the com- 
mon good in weather science for almost a century. 
The first World Congress in Meteorology was as- 
sembled in Europe in 1853, primarily for the pur- 
pose of dealing with the weather and climate of 
the oceans. As most of you in this room will know, 
the International Meteorological Organization was 
established in 1878. That is nearly seven decades 
ago. Seventy years of almost continuous coopera- 
tion and progress in a world organization is a rec- 
ord which you should, and undoubtedly do, find 
very gratifying. It is a record that other world 
organizations are earnestly striving to emulate. 
In view of your long and successful history in in- 
ternational cooperation and the high aims of your 
organization, it is a genuine pleasure as well as a 
great honor to me, speaking for the Secretary of 


* Delivered at the Pan American Union Building in 
Washington, on Sept. 22, 1947, and released to the press 
on the same date. Garrison Norton is Assistant Secretary 
of State for transport and communications. 
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State and on behalf of the United States of Amer- 
ica, to extend a most cordial welcome to you, the 
Directors of the official meteorological services of 
the world, and to your technical colleagues. You 
have our best wishes for and our confidence in the 
future success of your work. We are indeed happy 
that you are convening in Washington for this 
sexennial meeting of the Conference of Directors. 

It is quite appropriate that you should have this 
meeting in Washington after all these years. Itis 
fitting also that your opening meeting is in this 
building. Many of you will recall that the West- 
ern Hemisphere was colonized not only by men 
who sought fame and fortune on a new continent 
but also by those who were inspired with a deep 
desire for liberty and freedom of thought and 
worship and refuge from political oppression— 
men who stood for the most altruistic aims and 
wanted and sought peace and international good- 
will. Although modern concepts of human liberty 
and democracy were born in the Old World and 
have long been nurtured there, the pioneering e- 
vironment of the Western Hemisphere and its 
“new world” was particularly favorable for 
growth and development of the ideals of interna- 
tional cooperation. Here these ideals have been 
extended in practical use, and the building im 
which we are now assembled is one evidence of 
cooperation among nations in the Western Hemi- 
sphere. The International Bureau of American Re- 
publics, predecessor to the present Pan American 
Union, was established in 1890. It is the official 
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organization of the 21 republics of this Hemi- 
sphere for the purpose of developing closer 
cooperation among these nations. It was reorgan- 
jzed in 1907 to form the Pan American Union of 
today. 

A few moments ago I referred to the first World 
Congress on meteorological matters held in 1853. 
One of the advocates and organizers of that Con- 
gress was Matthew Fontaine Maury, a naval officer 
who contributed much to the study of winds over 
the oceans. Most of Maury’s work was carried on 
in Washington, and it is therefore pleasing to us 
and an honor to Maury’s memory that this first 
meeting of the Conference of Directors of the In- 
ternational Meteorological Organization outside of 
Europe is being held here in Washington where 
distinguished meteorologists from many different 
countries have often collaborated in the past. 

Your success during the past century has been 
due, I am told, to a number of factors. Perhaps 
foremost is the world-wide nature of weather 
science, which gives the meteorologists a global 
outlook and an appreciation of international co- 
operation. You deal with one of the most complex 
of the physical sciences, and your success and 
future progress depend very much upon a com- 
plete knowledge of conditions throughout the at- 
mosphere. You exchange weather reports daily 
and in some cases hourly. For many years you 
have had a universal language for this purpose in 
the form of an international weather-reporting 
code. Language differences and international 
boundaries present no barrier to your exchange of 
information. I am informed that your technical 
commissions, whose meetings have just been con- 
cluded in Toronto, have proposed further improve- 
ments for exchange of weather information be- 
tween countries and for uniform practices in chart- 
ing the weather and sending forecasts and warn- 
ings of storms which affect travel by sea and air 
and in one way or another exert an influence on 
many phases of agriculture, commerce, industry, 
and transportation. As your new standards for 
observing and measuring the weather are studied 
and adopted in your forthcoming meetings here, 
you will strengthen the foundation upon which to 
build an era of progress that will bring you the 
gratitude of men and women throughout the world 
who use your weather services. 

A second reason for your success is the common 
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bond of interest in things scientific and technical. 
You exchange views on technical matters because 
you are interested in the search for scientific 
truths. You have been fortunate in avoiding most 
of the time the more uncertain and selfish motives 
that complicate and hinder cooperation in some 
fields of international interest. I hope you can 
always keep foremost in mind the technical and 
scientific nature of your work so that your relation 
ships may be as free as possible from the obstacles 
and problems of political science. The benefits of 
your growing knowledge of weather and climate 
have spread to almost every kind of human activity 
regardless of location and national allegiance. De- 
velopments in transportation by land, sea, and air 
have added greatly to your responsibilities. Avia- 
tion is the latest and most exacting in its demands 
on the meteorologist. During the last decade or 
two you have made enormous progress in the use 
of weather reports and forecasts in safety-in-air 
transportation. At the same time aviation has 
furnished the means of assisting you in your search 
for information of the upper atmosphere and has 
added new knowledge in your three-dimensional 
realm over regions heretofore unexplored. This in 
turn has enabled you to extend the benefits of 
meteorological science still further into new fields 
of application. I feel sure that the world today 
needs the services of the meteorologist more than 
any time in history. In some respects weather is 
one of the most important factors in international 
relationship today. Food is vital in our plans for 
world cooperation, and every increase in our 
knowledge of weather is reflected in our food pro- 
duction. The world needs your help in solving 
some of its problems, and your efforts surely will 
bring greater comfort and safety and will con- 
tribute to a higher standard of living for all 
peoples. 

In our welcome to you we therefore have in mind 
a broader future than the science of meteorology 
alone. Certainly we are interested in your tech- 
nical success and in the new constitution for the 
world meteorological organization which you will 
consider here. But we also believe that your 
achievements will contribute in some measure to 
the aims of permanent world peace and prosperity 
toward which the nations of the world are work- 
ing. To our expressions of welcome we add our 
earnest wishes for outstanding success in the work 
of your Conference of Directors. 
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U.S. DELEGATION 


[Released to the press September 22] 


The Department of State has announced the 
composition of the United States Delegation to the 
Conference of Directors of the International 
Meteorological Organization (IMO), which is 
scheduled to be held at Washington from Septem- 
ber 22 to October 7, 1947. The Delegation is as 
follows: 


Chairman 
Francis W. Reichelderfer, Chief, U.S. Weather Bureau 


Technical Advisers 


H. R. Byers, University of Chicago 

John M. Cates, Division of International Organization 
Affairs, Department of State 

G. Van A. Graves, Commander, U.S.C.G., Chief, Aerology 
and Oceanography Section, Office of Operations, U.S. 
Coast Guard 

Delbert M. Little, Assistant Chief for Operations, U.S. 
Weather Bureau 

Howard T. Orville, Capt., U.S.N., Aerology Section, Navy 
Department 

Ivan B. Tannehill, Chief, Division of Synoptic Reports 
and Forecasts, U.S. Weather Bureau 

D. N. Yates, Brig. Gen., Chief, Air Weather Service, Army 
Air Forces 

The United States, host Government to the Con- 
ference, has extended invitations to those govern- 
ments which have a meteorological service affili- 
ated with the IMO. The last Conference of Di- 
rectors was held at Warsaw in 1935, and an ex- 
traordinary meeting was held at London in Feb- 
ruary and March 1946. 

The forthcoming Conference of Directors will 
study and, if approved, will put into effect the 
resolutions of the 10 Technical Commissions of 
the IMO which met at Toronto last month. Amon 
the other items on the provisional agenda of the 
Conference are: discussion of a world mete- 
orological convention, report of the president of 
the International Meteorological Committee, and 
the relation of the IMO to the United Nations. 

The International Meteorological Organization, 
created in 1876, held its first official congress at 
Rome in 1879. A nonconventionary organization 
of the directors of recognized state meteorological 
services of the world, the IMO has for its purposes 
to assist in developing, improving, and standardiz- 
ing meteorological services for agriculture, avia- 
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tion, industry, transportation, and commerce; to 
aid in codes for exchange of current weather infor. 
mation; to assist in world-wide meteorological re. 
search; and to serve as a source of meteorological 
information. The authority of organization is 
vested in the Conference of Directors, composed 
of directors of national meteorological services. 





Employment and Economic Development— 
Continued from page 670 


an underdeveloped nation is in the nature of au 
thorization to engage in restrictive measures which 
the member has agreed under the charter not to 
employ. There may be cases, however, in which 
the member involved is committed not to use such 
restrictive measures by agreement with another 
member, aside from its adherence to the charter, 
In such cases, if the Organization has agreed in 
principle to the institution of the measures pro 
posed for economic development, its role will be 
to mediate any differences that may arise. 

The effectiveness of the charter provisions con- 
cerning employment and economic development 
are less dependent upon the Organization ma- 
chinery than is the case with the provisions of the 
charter respecting commercial practices, tariff 
negotiations, commodity agreements, and cartels. 
The effectiveness of these two chapters rests upon 
the undertakings of the members who have obli- 
gated themselves to the ends already described. 
If these ends can be realized, world trade and 
economic activity will not only operate at rising 
levels, but the stage will be set for easier operation 
of the remaining provisions of the charter. 


Corrigendum 


In the BunLet1n of September 21, 1947, the first 
paragraph, page 546, under the “Report to the 
General Assembly by the United Nations Special 
Committee on Palestine—Preface” should be 
transposed to page 543 as the last paragraph of 
the address by the Secretary of State entitled 
“Faith and Fidelity—American Pledge to the 
United Nations”. 
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Meeting of the Committee of European Economic Cooperation 


STATEMENT BY THE RAPPORTEUR GENERAL! 


In the name of the Committee of European Eco- 
nomic Cooperation, I have the honor to submit 
for your approval the general report which you 
have instructed us to prepare on the present Euro- 
pean situation, covering the requirements of 
Europe and a program for its economic recovery. 
This report is in response to the suggestion of Mr. 
Marshall, Secretary of State of the United States, 
in his historic speech of June 5, 1947.2 It has been 
prepared by the sixteen European countries repre- 
sented here, in the course of work, which has been 
carried on in Paris between July 12 and September 
99, 1947.8 

The circumstances in which this report has been 
drawn up give it the character of an initial report. 
Supplementary reports, taking account in particu- 
lar of the development of the international eco- 
nomic situation, will be published later. 

The present work consists of two volumes. The 
frst contains the general reports consisting of a 
preamble and seven chapters, together with a cer- 
tain number of appendices including the report of 
the Balance of Payments committee. 

In the second volume, there appear the reports 
of the technical committees: Food and Agricul- 
ture, Energy, Steel, Transport, Timber, the Com- 
mittee of Financial Experts and the Committee on 
Labor. 

The sixteen participating countries, which have 
an aggregate population of 270,000,000 persons and 
which before the war accounted for nearly half the 
world’s trade, find themselves in a critical situa- 
tion as a result of the destruction of the war, the 
Paralysis of their commercial relations, and the 
exhaustion of their financial resources. 

The United States, by the assistance which it 
has furnished us, has already saved our continent 
from chaos and disaster. Unfortunately, the ex- 
lent of the problem has proved to be greater than 
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had been foreseen. The disorganization produced 
by the war was much more far-reaching and the 
obstacles in the way of recovery more formidable 
than could have been realized even six months ago. 

Since the Committee of Cooperation began its 
work the situation has continued to deteriorate 
due to persistent shortage of coal, continued price 
increases, and the exhaustion of reserves of gold 
and foreign exchange. Europe, which was mak- 
ing a rapid recovery from the devastations of the 
war, today sees the bases of its economy danger- 
ously threatened. The repercussions of this situ- 
ation are felt in all sectors of the world economy. 

The report which we are submitting to you to- 
day proves that a remedy is possible for the ill- 
ness, which, in greater or less degree, affects all 
European nations, This remedy must be found 
first of all in the individual and collective effort 
of the nations, but the full effect of that effort 
cannot be hoped for without exterior assistance. 
Such assistance in the present circumstances can 
come, for the most part, only from the United 
States of America. 

In view of this grave situation, the sixteen par- 
ticipating nations have made certain undertak- 
ings of mutual cooperation taking account of sim- 
ilar undertakings made by the other participating 
countries. These undertakings fall principally 
into the three following classes: production, in- 
ternal economic and monetary stabilization and 
European cooperation. 


1 Made on the occasion of the presentation of the general 
report to the Paris Conference, and released to the press 
on Sept. 22, 1947. Hervé Alphand of France served as 
Rapporteur General. 

? BULLETIN of June 15, 1947, p. 1159. 

*The following countries participated in the meeting: 
United Kingdom, Austria, Belgium, Denmark, France, 
Greece, Iceland, Ireland, Italy, Luxembourg, the Nether- 
lands, Norway, Portugal, Sweden, Switzerland, and Turkey. 
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A. The governments of the sixteen countries 
are committed to make every effort to develop 
their national production, in order to attain the 
objectives specified in the report. In particular, 
they undertake to reach by 1951 the following pro- 
duction targets: 


1. To restore to the pre-war level the produc- 
tion of cereals and milk, to increase substantially 
the production of sugar, of potatoes and of fats 
and to expand livestock products; 

2. To increase the production of coal by 145,- 
000,000 tons above the 1947 level; 

3. To increase the production of electricity by 
70 billion kilowatt hours above the 1947 level; 

4. To develop refining capacity by 17,000,000 
tons; 

5. To increase steel production by 80 percent 
above 1947. 


The sixteen nations consider that the linking 
together of their production efforts in this way 
should be an important contribution to the 
achievement of the programs they have set for 
themselves. 

B. Nevertheless they recognize that the suc- 
cess of this program depends upon the reestablish- 
ment and maintenance of their financial and 
monetary stability. 

The governments of the participating countries 
have undertaken to carry out, independently of 
any external assistance, the internal measures 
within their power in fiscal and currency matters 
as also in the field of production in order to re- 
strict forthwith calls on the Banks of issue as well 
as other inflationary measures and to increase 
the production of consumer and capital goods. 
They fully recognize that for the program to be 
successful stabilization must be effected as rapidly 
as possible and that in this respect the year 1948 
has a crucial importance. If, in the course of that 
year, the anticipated measures can be taken, a con- 
siderable volume of hoarded goods and gold will 
be brought back into normal circulation and will 
contribute to the improvement of the situation. 
But the effort which ought to be made in budgetary 
revision and in stabilizing the internal economy 
can be effectively carried out only with external 
assistance. 

C. In addition to the immense task of carrying 
out the production and stabilization plans elab- 
orated by the various countries, numerous forms 
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of mutual assistance between the participating 
countries have been developed by the work of the 
committees: measures tending to free the move- 
ment of goods and services within Europe, to 
establish between these countries and with the 
rest of the world a sound multilateral trading 
system, in conformity with the principles of the 
draft charter for an international trade organiza- 
tion. The committee has also provided for the 
immediate study of plans for European customs 
unions, and the most efficient development through 
collective action of European resources, such ag 
electrical energy, equipment, steel production, ete, 

These are the different subjects involving the 
efforts of the individual nations and the efforts of 
European collective action which must precede or 
accompany any constructive plan for the recovery 
of Europe. 

However, in order to carry out their production 
effort the participating countries recognize that 
they must receive a large and continuous flow of 
goods and services from the rest of the world and 
in particular from the American continent. An 
import program has been developed for these 
countries covering the period from 1948 to 1951, 
This program concerns at the same time food goods 
for current consumption, coal and raw materials, 
which are now in such short supply, and those items 
of equipment which are indispensable to permit 
Europe to reestablish its production, but it should 
be pointed out that the probable consumption level 
in 1951 will not exceed the pre-war level. It ap- 
pears in fact from the report that on the best pos- 
sible hypotheses, the foodstuffs existing in the 
world will not be sufficient to provide Europe its 
pre-war consumption. 

These studies show as well that it is principally 
America that can provide these imports by reason 
of the exhaustion of the resources of Asia and 
eastern Europe. 

This import program, essential for the pro- 
duction effort, raises most difficult financial 
questions. 

The deficit in the balance of payments is a funda- 
mental fact which reflects the necessity for Europe 
to supply itself from abroad without having ade 
quate domestic production to support a sufficient 
level of exports. The report illustrates this fact 
by financial tables, showing the deficit in the bal 
ance of payments for the sixteen countries between 
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1948 and 1951. These tables show that the deficit 
with the American continent, while constantly di- 
minishing, will aggregate during the four years 
approximately 22.4 billion dollars, reflecting, 
among other items, 3 billion dollars, representing 
the cost of industrial equipment capable of being 
financed by the International Bank or other 
sources of credit. The amount of 22.4 billions 
cannot be considered as indicating the amount of 
special assistance which will be necessary. A part 
of the deficit can in fact be covered by borrowing 
from the International Bank, private credits, and 
certain financial resources which the participating 
countries still have available. Yet it is clear that 
these resources can make only a small contribu- 
tion. It should also be noted that most of the 
participating countries will have dollar payments 
to make in other parts of the world as well as in 
America. 

These calculations take account of assumptions 
as to the diminution of certain temporary imports 
from America resulting from the reestablishment 
of more normal relations with the Asiatic continent 
and eastern Europe, the increase of European pro- 
duction, and modifications in general price con- 
ditions. 

If these assumptions arg realized, if the Euro- 
pean efforts bring about their anticipated results, 
and if sufficient external assistance is available, 
there is every reason to believe that at the end of 
1951 the sixteen European countries will be in 
position to go forward without further special 
external assistance. 

Thus the report which we submit to you repre- 
sents an experiment without precedent in Euro- 
pean economic cooperation. The task, however, is 
not finished. 

On one hand it will be necessary to present to the 
Government of the United States the completed re- 
port, and if necessary the Committee of Coopera- 
tion can, after mutual consultation, be reconvened 
by its president so as to furnish any necessary ad- 
ditional information. 

On the other hand, if the external means neces- 
sary for carrying through the program are made 
available to us, it is intended to create a joint or- 
ganization charged with the task of reviewing the 
progress made and collecting information from 
the different governments regarding their prog- 
ress. This organization will be of a temporary 
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character and will cease to exist when the special 
assistance necessary to the recovery of Europe 
has come to an end. 

In the course of our work the representatives of 
the various participating countries have felt with 
regret the absence of the other European countries 
which did not find themselves able to participate in 
this task. They hope that some day a larger col- 
laboration will be created among all of the Euro- 
pean countries. They have indicated that to con- 
tinue the work of cooperation undertaken in Paris 
they are prepared to proceed to an exchange of 
views with the other European nations whose re- 
sources could contribute to the solution of the prob- 
lem they are facing. These conferences should so 
far as possible take place within the framework 
of the United Nations. 

Gentlemen, our report gives, we believe, an ob- 
jective summary of the European situation. It is, 
now for the American people, through their Ad- 
ministration and their Congress, to examine our 
program and to consider whether the means of 
supplying our needs can be found so that: Europe 
can be assured of a better economic future which is 
indispensable to the stability and prosperity of the 
world. 





Committee of European Economic Cooperation 


The Department of State released on September 26 
Oommittee of European Economic Cooperation: Vol- 
ume I—General Report (Publication 2930, European 
Series 28). This Report was signed on September 22, 
1947, by representatives of Austria, Belgium, Den- 
mark, Hire, France, Greece, Iceland, Italy, Luxem- 
bourg, the Netherlands, Norway, Portugal, Sweden, 
Switzerland, Turkey, and the United Kingdom, who 
have been engaged in the preparation of the report 
in Paris since July 12, 1947. 

Volume I consists of a general statement of the 
problems of European economic recovery, the plans 
of the European countries concerned to meet these 
problems, and the assistance which these countries 
believe to be necessary from the United States and 
other non-European countries and agencies to re- 
store their economic position. 

Volume II, which will be released at a later date, 
will contain the reports of the technical subcom- 
mittees of the Conference. 
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SUMMARY OF THE GENERAL REPORT 


[Released to the press simultaneously in the U. 8. 
and the 16 European capitals on September 22] 


1. The report is designed primarily as a close 
and careful analysis of the maladjustments which 
have resulted from the war and as an examination 
of what the participating countries can do for 
themselves and for each other to work towards a 
lasting solution. 

2. The scale of the destruction and dislocation 
of the second World War was greater than that of 
the first. Agricultural and industrial roduction 
was severely reduced, traditional nor fol of food 
and raw material supply were cut off, so that when 
the war was over the devastated countries had to 
start again almost from the beginning. Thanks 
to the great efforts of the European countries 
themselves and to the generous assistance of the 
United States, other countries, and UNRRA, recov- 
ery proceeded fast. But it was not maintained 
in the winter of 1946-1947, and the European 
economy suffered a serious setback. Coal con- 
tinued in short supply and the lack of it curtailed 
industrial production. Food and other commodi- 
ties remained scarce and the prices of food and 
primary products rose. The foreign exchange re- 
sources of the participating countries had, there- 
fore, to be drawn upon heavily. An exceptionally 
severe winter was followed by a long drought and 
intensified these difficulties, so that by the summer 
of 1947 the earlier hope of a quick recovery had 
receded. 

3. As the work of the Committee of Cooperation 
was proceeding, the foreign exchange crisis con- 
tinued to gather momentum. A number of coun- 
tries had to impose further import restrictions, ex- 
cept for the purchase of cereals, coal and other 
essential supplies. Action on similar lines is 
likely to become necessary in the near future in 
most of the participating countries. The early 
recovery is now halted and the crisis is deepening. 
The circumstances in which the report has been 
drawn up give it the character of an initial report. 
To deal with any amendments which appear desir- 
able it may be necessary to publish supplementary 
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reports which take account of the development of 
the international economic situation. 

4. The purpose of the report is to formulate an 
economic recovery program for the participating 
countries which is aimed at putting Europe on its 
feet by the end of 1951. This recovery program is 
based upon four lines of action: 


1. A strong production effort by each of the 
participating countries. 

2. The creation of internal financial stability. 

3. The maximum cooperation between the 
participating countries. 

4. A solution of the problem of the participat- 
ing countries trading deficit with the American 
continent, particularly by exports. 

5. The participating countries are normally 
dependent on a large volume of imports—raw 
materials, feeding-stuffs, and in certain cases 
food—from the rest of the world. Traditionally 
these were paid for partly by export of goods and 
services and partly by income from overseas in- 
vestments. Because of the dislocation caused by 
the war, import needs are temporarily larger than 
normal, investment earnings have been reduced 
and exports have not yet been able to attain the 
level to redress the balance. The problem before 
partidipating countries and the basic aim of the 
recovery program is thus to revive and expand 
their production, so as to eliminate abnormal de- 
mand on the outside world and produce for ex- 
port the increased volume of goods required to 
pay for the imports the participating countries 
will continue to need. 

6. The report assumes a high degree of self- 
help by the countries concerned, and mutual help 
between them. In order to ascertain what could 
be achieved, technical committees were set up to 
make a special examination of agriculture, fuel 
and power, steel, timber and transport, together 
with the related industries, such as agricultural 
and mining machinery, and the general problem 
of manpower. The recovery program is designed 
to achieve the following total results by 1951: 


Department of State Bulletin . 





— ___ Ee Sel ae le oe 


, 








rf 


f 


1S 


1e 


er 
ral 
om 








1. Restoration of pre-war bread, grain, and 
other cereal production, with large increases 
above pre-war in sugar and potatoes, some in- 
creases in oils and fats, and as fast an expansion 
in livestock products as supplies of feeding- 
stuffs will allow. 


2. Increase of coal output to 584 million tons, 
i.e., 145 million tons above the 1947 level (an 
increase of one-third) and 30 million tons above 
the 1938 level. 


3. Expansion of electricity output by nearly 
70 billion KWH or 40 percent above 1947 and 
a growth of generating capacity by 25 million 
KW or two-thirds above pre-war. 

4. Development of oil refining capacity in 
terms of crude oil throughout by 17 million tons 
to two and one-half times the pre-war level. 

5. Increase of crude steel production by 80 
percent above 1947 to a level of 55 million tons 
or 10 million tons (20 percent) above 1938. 

6. Expansion of inland transport facilities 
to carry a 25 percent greater load in 1951 than 
in 1938. 

7. Restoration of pre-war merchant fleets of 
the participating countries by 1951. 

8. Supply from European production of most 
of the capital equipment needed for these ex- 
pansions. 

The various countries have undertaken to use all 
their efforts to develop their national production 
in order to achieve these targets. Of particular im- 
portance are the French and Italian grain pro- 
duction programs which aim at recovering pre-war 
levels by 1951 and the United Kingdom coal pro- 
duction program which is designed to exceed the 
pre-war level by 1951. These production pro- 
grams taken as a whole represent an expansion of 
output similar in general scale to that achieved by 
the United States in the mobilization years 1940- 
44, This production effort provides the founda- 
tion for a sound and workable European economy. 

7. The creation of internal financial stability in 
certain countries is a necessary condition for the 
accomplishment of their -production programs 
and undertakings have been given by the countries 
concerned to apply all necessary measures to lead 
to the rapid achievement of this stability. The 
quick success of stabilization will, to a very large 
extent, depend on adequate foreign assistance being 
available during the period when stabilization is 
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being achieved. . No precise calculation can be 
made of each of the countries concerned at the time 
when stabilization is undertaken, But from such 
estimates as can be made the amount likely to be 
required would be of the order of $3,000 million. 

8. The maximum use will be made by the partici- 
pating countries of their own raw material re- 
sources, manpower, and productive capacity. This 
process will be stimulated by measures to be taken 
to secure progressive relaxation of import re- 
strictions to improve payments arrangements be- 
tween the various countries and to transfer surplus 
labor. An announcement has already been made 
about the setting up of a customs union study 
group which will make a first report within three 
months of its being convened. The French Gov- 
ernment has stated that it is ready to commence 
negotiations with all European governments who 
wish to enter a customs union with France and 
whose national economies are capable of being 
combined with the French economy in such a way 
as to make a viable unit. The Italian Government 
has associated itself with this declaration. 

9. Apart from mutual help designed to increase 
supplies of scarce commodities and to increase the 
flow of trade between the participating countries, 
agreement has been achieved on collective action on 
special problems as follows: 

1. A series of projects is being developed for 
common planning of the exploitation of new 
sources of electric power. The plan selected 
by the committee provides for erection of a 
series of power plants to exploit the hydro- 
electric resources of the Alps, certain German 
lignite deposits, and Italian reserves of geo- 
thermic energy. This work involves the coop- 
erative development of resources cutting across 
frontiers, and the decisions are being taken with- 
out regard to national frontiers. The common 
planning required is now proceeding. 

2. Encouragement of the standardization of 
mining and electrical supplies and freight cars. 

3. Examination of the possibility of securing 
the more efficient use of freight cars by pool- 
ing arrangements and by international study of 
the flows of traffic. 

4. Arrangements for the interchange of in- 
formation by the steel producing countries about 
their programs of modernization and extension 
so that each country may take account of plans 
made by the others. 
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10. Arrangements have been made for continu- 
ing the work of mutual help and consultation be- 
gun in Paris both through the United Nations 
machinery and in other ways. A joint organiza- 
tion charged with the task of reviewing progress 
made in the execution of the program is also 
contemplated. 

11. The report shows that even after taking 
full account of the supplies which they can pro- 
duce for themselves, and which they can hope to 
obtain from the rest of the world, the participat- 
ing countries will require large quantities of food, 
fuel, raw materials and capital equipment from 
the American continent. Without this flow of 
goods the whole recovery program will be in 
jeopardy. The requirements stated take account 
of the supplies likely to be available. They do 
not represent extravagant importing. Food con- 
sumption at the end of the period will be less than 
the pre-war level and the estimates are framed 
on the basis that gasoline rationing and in many 
countries restrictions on consumption of food, 
clothing, and gasoline (for non-essential pur- 
poses) will continue to be necessary. 

12. The scale of the problem is shown by the 
combined deficit of the participating countries 
and western Germany with the American con- 
tinent, which is given in the following tables. 
The size of the deficit is to a large extent attrib- 
utable to lack of supplies formerly available from 
eastern Europe, southeast Asia, and other non- 
European sources. It may be possible to meet 
part of the deficit through the International Bank 
for Development and Reconstruction, private in- 
vestment, and credit operations, and for a few 
countries by the use of their available assets. 





($000 million) 





1948 | 1949 | 1950 | 1951 | Total 





























| TREE ate Cree 5. 64| 4. 27) 3. 28) 2. 62/15. 81 

Rest of American conti- 
ERS ED ERP, 1. 94| 1. 82) 1.30) .91] 5.97 
7. 58| 6.09) 4. 58) 3. 53/21. 78 

Deficit of dependent terri- 
RES A Ae . 46) . 26) .07)*.13) . 66 
ONG cicilc eae oe 8. 04) 6. 35) 4. 65) 3. 40/22. 44 

* Surplus. 
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Estimated imports from the American con- 
tinent include equipment as well as commodities 
such as food and coal. If imports of equipment, 
other than agricultural machinery and coal min- 
ing machinery to which special considerations 
apply, were financed by loans from the Interna- 
tional Bank or by other credit operations, the 
deficit remaining to be dealt with could be re- 
duced as follows: 





($000 million) 





1948 | 1949 | 1950 | 1951 | Total 





Deficit as shown in above 
Peetu ccknk 8. 04) 6. 35) 4. 65) 3. 40/22. 44 
Less equipment assumed 
to be financed by In- 
ternational Bank, etc., 
bine ninkin ccbecias . 92) .89 . 70} .60) 3.11 





WON siie cntiawneeosl 7. 12) 5. 46) 3. 95) 2. 80/19. 33 




















13. The need for an intense effort to expand ex- 
ports from the participating countries to the rest 
of the world is recognized throughout the report 
as essential to help reduce the deficit over the four- 
year period. Given favorable world conditions, it 
is estimated that the participating countries and 
western Germany at the end of the period will have 
a substantial surplus in their trading account with 
non-participating countries other than those of the 
American Continent. For the year 1951 this is 
tentatively estimated as $1,800 million and for 
the four-year period at $2,810 million. Only if 
there is a sufficient flow of dollars to the rest of the 
world to enable the participating countries to earn 
dollars, or their equivalent, for this surplus, will it 
be possible to offset this surplus against the dollar 
deficit with the American Continent. 

14. The report emphasizes that while the first 
element of the recovery programme must be to 
increase European production, it will be impossible 
to right the problem unless market conditions in 
the American Continent allow both Europe and 
other parts of the world to sell goods there in in- 
creasing quantities. The maladjustment between 
the productive power and resources of the Ameri- 
can Continent and the participating countries is 
due to many causes and cannot be righted by Euro- 
pean action alone. The purpose of the report is 
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to submit proposals for the necessary restorative 
action on the European side by production, stabil- 
jzation and cooperation between the participating 
countries, but this cannot complete the task. The 
report concludes with the following phrases: 


“The problem which the Committee of Co-oper- 
ation has been working to solve in Paris is the af- 
termath of the war. The Committee now submits 
its proposal for the necessary restorative action on 
the European side by production, stabilisation and 
co-operation between the participating countries, 
as well as by measures to stimulate the free flow of 
goods and services. These proposals are rein- 
forced by definite and specific undertakings by 
each of the countries concerned. But these under- 
takings can be successfully carried out only with 
the assurance of a continued flow of goods from the 
American Continent; if that flow should cease the 
result would be calamitous. Europe’s dollar re- 
sources are running low. One country after an- 
other is already being forced by lack of dollars 
to cut down vital imports of food and raw materials 
from the American continent. If nothing is done 
a catastrophe will develop as stocks become ex- 
hausted. If too little is done, and if it is done too 
late, it will be impossible to provide the momentum 
needed to get the programme under way. Life in 
Europe will become increasingly unstable and un- 
certain; industries will grind to a gradual halt 
for lack of materials and fuel, and the food supply 
of Europe will diminish and begin to disappear. 

“In these circumstances the participating na- 
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tions have welcomed the opportunity to prepare 
and present to the United States a statement of 
their plans and requirements. Through meetings 
between representatives of the United States and 
of the participating nations, the details of that 
statement can be filled in and the means of recovery 
more precisely defined. 

“In the last analysis the external means of re- 
covery can in largest measure only come from the 
United States, which has by its assistance in the 
last two years already rescued Europe from col- 
lapse and chaos. Unfortunately the size of the 
problem has proved greater than was expected ; the 
disruption caused by the war was more far-reach- 
ing and the obstacles to recovery more formidable 
than was realised even six months ago. This report 
contains, it is believed, a realistic appreciation of 
the situation. In it the participating countries 
have set out the facts as they see them and on the 
basis of those facts have formulated a recovery 
programme. Their programme is based upon the 
fullest use of their existing productive capacity. 
In drawing it up they have sought to reduce their 
needs from the American continent to the mini- 
mum consistent with its achievement. The Amer- 
ican people, through their Government and their 
Congress, will consider this programme to deter- 
mine whether the means can be found of supply- 
ing those needs. On their decision will depend 
whether Europe can achieve economic stability 
and thereby be enabled to make her full contribu- 
tion to the welfare of the world.” 


STATEMENT BY ACTING SECRETARY LOVETT 


[Released to the press September 24] 

The report of the Committee of European Eco- 
nomic Cooperation is being transmitted by Secre- 
tary Marshall to the President. The President 
will comment on the report in the near future, so 
I do nqt wish to comment on the report itself at 
this time. 

However, the appropriate facilities of the Gov- 
ernment are fully mobilized to analyze the report. 
The same facilities have, in general, been used 
for some time past on such preliminary informa- 
tion as we have had from Paris, 
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A steering committee, chairmanned by a rep- 
resentative of the State Department and includ- 
ing representatives of the President and of the 
Secretaries of Treasury, Commerce, Interior, 
Army, and Navy, and other interested agencies, 
is advising me as to the assignment of various seg- 
ments of the task and is performing over-all co- 
ordination. It will also assist in putting together 
the over-all picture as the technical analyses 
progress. 

The National Advisory Council, of which the 
Secretary of the Treasury is the Chairman, is 
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analyzing those portions of the report which are 
primarily financial or fiscal in character. The Ex- 
ecutive Committee on Economic Foreign Policy, 
of which the Secretary of State is Chairman, is 
considering the broad economic-policy questions 
raised by the report. The section of the report 
dealing with food is being referred to the sub- 
committee of the President’s Cabinet Committee 
on World Food Problems, of which the Secretary 
of Agriculture is Chairman. Those sections of the 
report dealing with requirements other than food 
have been assigned to working groups chair- 
manned in many cases by officials of the Depart- 
ment of Commerce, which is responsible under 
existing legislation for the control of exports from 
the United States. The work of these various 
groups will be closely coordinated with the work 
of the Harriman, Krug, and Nourse committees, 
and the results of the work, as it proceeds, will 





be available to the interested committees of the 
Congress to the extent those committees desire. 

‘We have kept the Harriman, Krug, and Nourse 
committees supplied with certain advance infor- 
mation we have received from Paris and hope to 
avail ourselves of this specialized and broad 
knowledge as the analysis goes on. Particularly, 
we hope to keep closely in touch with Mr. Harri- 
man’s committee and the specialist groups formed 
within that committee. 

We are inviting some of the participants of the 
Paris Conference to come over to this country 
early in October to give us further information 
on the make-up of their report. We understand 
that the Conference is glad to make these people 
available, and we hope they will aid us in speed- 
ing our analysis to its conclusion. 

As to steps after the analysis, you will be in- 
formed in due course. 


STATEMENT BY THE PRESIDENT 


[Released to the press by the White House September 25] 

The Secretary of State has transmitted to me the 
official report of the Committee of European Eco- 
nomic Cooperation, prepared by the representa- 
tives of 16 nations who have been meeting in Paris 
since early July. At my request Secretary Mar- 
shall is sending a message to the chairman of the 
Committee, Foreign Minister Bevin, acknowledg- 
ing receipt of the report by the United States 
Government. 

As the document itself states, it is an “initial re- 
port” and is subject to review and revision. None- 
theless, it reflects an unprecedented effort at eco- 
nomic cooperation by the 16 countries participat- 
ing in the Paris Conference. In the light of the 
political tensions and the economic instability in 
Europe, it is an important and encouraging first 
step that these nations had the initiative and deter- 
mination to meet together and produce this report. 

The problem to which this report is addressed 
not only underlies the political and economic well- 
being of Europe but is also of key importance to a 
stable peace in the world. The people of the 
United States recognize, as do the people of the 
European nations, that the earliest practicable 
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achievement of economic health, and consequent 
political stability, in Europe is of utmost impor- 
tance for the peace and well-being of the world. 

I note that the program presented in the report 
is based on the four following lines of action by 
the 16 European nations: (1) a strong productive 
effort; (2) the creation of internal financial sta- 
bility; (3) maximum cooperation among the par- 
ticipating countries; and (4) a solution to the 
trading deficit with the American Continent, par- 
ticularly by exports. These are sound principles 
and will appeal to the common sense of the Ameri- 
can people. Their effective translation into prac- 
tice is vital both to European recovery and to 
world-wide economic health. 

While the 16-nation Committee has been meet- 
ing in Paris, the United States Government has 
been proceeding with ny studies on 
this side of the Atlantic. 

Last June I appointed three committees to study 
the relationship between aid which may be ex- 
tended to foreign countries and the interests of our 
domestic economy. One of these, headed by the 
Secretary of the Interior, has been making a study 
of the state of our natural resources. Another of 
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these studies, relating to the impact on our national 
economy of aid to other countries, is being con- 
ducted by the Council of Economic Advisers. The 
third group, a nonpartisan committee of distin- 
guished citizens under the chairmanship of the 
Secretary of Commerce, was requested to deter- 
mine the character and quantities of United States 
resources available for assistance to foreign coun- 
tries and to advise the President on the limits with- 
in which the United States may safely and wisely 
plan to extend such assistance. 

Other agencies of the Executive Branch of the 
Government have also been considering the role 
which should be played by the United States in 
European recovery. 

The great interest of the Congress in this subject 
has been demonstrated by the number of its mem- 
bers whom it has sent abroad to study prevailing 
conditions at first hand. 

We shall need to consult with representatives of 
the European Committee to obtain clarification 
and amplification of the initial report and to ob- 
tain further information, as it becomes available, 
as to the specific measures to be adopted by the 
participating countries in carrying out the prin- 
ciples set forth in the report. 

I am requesting the special committees which I 
appointed and other Government agencies to ap- 
praise the information received from the European 
Committee in the light of the studies they have 
conducted. The results of this appraisal will be 
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‘made available to the appropriate congressional 


committees. 

On the basis of these studies, which will go for- 
ward without delay, the facts will be presented and 
recommendations will be formulated so that the 
American people through their representatives in 
Congress can determine to what extent and in 
what manner the resources of the United States 
may be brought to the support of the renewed 
European efforts to achieve sustained economic 
recovery. When the American people are satis- 
fied as to the scope of the necessary program and 
the sufficiency of measures of self-help and mutual 
help being taken by the European countries and 
when we can determine what resources we should 
and can wisely make available, I am sure that we 
shall respond as quickly as possible. 

Meanwhile, certain problems have arisen in con- 
nection with the economic situation in Europe that 
are of such an urgent nature that their solution 
cannot await the careful study required for the 
over-all decisions which will be based on the re- 
ports. These problems are of an emergency nature 
which demand immediate attention. 

It is for this reason that I have requested a group 
of congressional leaders to meet with me on Mon- 
day, September 29th, to discuss plans for deter- 
mining the action to be taken by the United States 
to aid in preserving the stability and promoting 
the recovery of the nations which participated in 
the Paris Conference. 


LETTERS OF ACKNOWLEDGMENT 


[Released to the press September 26] 


Text of letter from the Secretary of State to Chair- 
man of Committee of European Economic Co- 
operation Ernest Bevin, dated September 25, 1947 


Dear Mr. Bevin: I wish to acknowledge re- 
ceipt of your letter of September 22, 1947 enclos- 
ing a document signed by all the Delegates of 
the Paris Conference and their Initial Report. 
I have transmitted these papers to the President. 

I shall be grateful if you will forward to the 
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Delegates my enclosed message addressed to the 
Committee. 
Faithfully yours, 
Grorce C. MarsHah 


Text of aletter from the Secretary of State to the 
Committee of European Economie Cooperation, 
dated September 25, 1947 

Dear Stirs: I have received your letter of Sep- 
tember 22 and your Initial Report, which I have 
transmitted to President Truman. 


689 





* 
a 
e, 
§ 


Fated Pedic PLE Reh fe 8 eyes Se 


PREETI Ok CI 


THE RECORD OF THE WEEK 


I wish to convey to the representatives partici- 
pating in the Paris Conference a recognition of 
the intensive work which has been involved in 
consideration of so complex a problem in so short 
a time. 

The fact that sixteen nations have worked in 
such close cooperation to produce the report is an 
important accomplishment. 

As stated by the President today, the report will 
be studied by the United States governmental 
agencies, the Members of Congress, and the spe- 





cial committees of American citizens who have 
been called together to review the availability of 
American resources in relation to foreign needs, 

We expect to consult with representatives of the 
European Conference to obtain any necessary fur- 
ther information, and will consider any supple- 
mentary reports which the Committee may find it 
desirable to publish. 

Faithfully yours, 


George C. MarsHath 


The Cabinet Committee on World Food Programs 


STATEMENT BY THE PRESIDENT 


[Released to the press by the White House September 25] 

I am making public today a report from the 
Cabinet Committee on World Food Programs 
which emphasizes a critical situation calling for 
immediate action by every American.’ The report 
stresses the extremely grave food situation abroad 
and the relationship between our ability to help 
meet urgent foreign food needs and the price 
situation in the United States. 

The Committee states that adverse crop develop- 
ments, including those of recent weeks, both in 
North America and in Europe, make apparent a 
food shortage even worse than a year ago. The 
losses from heavy frosts in northwestern Europe 
last winter have been increased by a general Euro- 
pean drought this spring and summer. Any sig- 
nificant cut in the already low rations in those 
countries will have most serious consequences for 
their rehabilitation. 

In the face of this situation, the report shows 
that, without further action, we would be able to 
carry through a large export program; but, as a 
result of sharply reduced corn production and con- 
tinued high domestic demand for grain, exports 
would not equal last year’s total shipments—even 
though world needs are greater. 

The United States cannot rest on this export 
prospect. To ship more abroad without adjust- 
ments in domestic demand, however, would ag- 
gravate our own price situation. 

In presenting their report the Cabinet Commit- 
tee stressed the urgency of doing everything pos- 


*For text of the report see White House press release 
of Sept. 25, 1947. 
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sible to meet the problem at home and abroad. It 
recommended further emphasis on shipments of 
food other than grain in rounding out our export 
program and on arrangements for the fullest par- 
ticipation by other nations in the combined effort 
to increase available supplies and to channel them 
to points of greatest need. 

The Committee made it clear, however, that 
definite steps to conserve on use of foodstuffs at 
home and reduce the feeding of grain to livestock 
will be essential if we are to make our fullest con- 
tribution towards meeting minimum foreign needs 
and at the same time relieve the upward pressure 
on prices at home. 

As a primary step, I am therefore appointing a 
Citizens Food Committee to advise on ways and 
means of carrying out the necessary conservation 
effort. Charles Luckman of Cambridge, Massa- 
chusetts, will serve as chairman of this non-parti- 
san committee. I am asking the Citizens Food 
Committee to meet at the earliest possible moment 
to develop plans for bringing the vital problem of 
food conservation to the attention of every Ameri- 
can for action. 

At the same time, I am establishing a working 
organization which will mobilize the resources of 
the Government in support of the over-all pro- 
gram. I will also confer with the congressional 
leaders of both parties regarding legislative action 
which may be necessary. 

While waiting for detailed recommendations 
from the Citizens Committee, there is one immedi- 
ate and personal thing each of us can do. We can 
start now to conserve by being more selective in 
foods we buy, particularly livestock products 
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whose production requires large quantities of 
grain. Such action on our part will do two things. 
We will save on our family budget and we will help 


The 1947-1948 Grain-Export Program 


LETTER TO THE PRESIDENT FROM 


[Released to the press by the White House September 27] 
September 24, 1947. 

Dear Mr. Preswent: I submit herewith a spe- 
cial interim report on grain export policy which 
has been prepared for your use and information 
by your Committee on Foreign Aid. 

As you know, the Committee will not arrive at 
final recommendations on any of the problems 
which you have asked it to study until there has 
been an opportunity to evaluate the report of the 
Paris Conference, and to compare the import re- 
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others who are in desperate need. I am confident 
that the American people, realizing the extreme 
seriousness of the situation, will cooperate fully. 


THE SECRETARY OF COMMERCE 


quirements of participating countries with the 
volume of United States resources which may be 
available for export. However, in view of the 
urgency of the food crisis in Europe, and the ne- 
cessity for immediate decisions with respect to 
grain procurement by the United States Govern- 
ment, the Committee, at my suggestion, has con- 
sidered these issues and expressed its judgment 
upon them at this time. 


Respectfully, 
W. A. Harrman 





The President made the following statement on 
June 22 upon creating three committees to study the 
relationship between foreign aid programs and the 
domestic economy : 


The impact upon our domestic economy of the as- 
sistance we are now furnishing or may furnish to 
foreign countries is a matter of grave concern to 
every American. I believe we are generally agreed 
that the recovery of production abroad is essential 
both to a vigorous democracy and to a peace founded 
on democracy and freedom. It is essential also to 
a world trade in which our businessmen, farmers 
and workers may benefit from substantial exports 
and in which their customers may be able to pay 
for these goods. On the other hand, the extent to 
which we should continue aiding such recovery is 
less easy to ascertain, and merits most careful study. 

Much attention has already been given to these 
questions by various agencies of the Government, as 
well as by a number of well-informed and public- 
spirited citizens. The results of current study and 
discussion have not, however, been brought together 
and objectively evaluated in a form suitable for guid- 
ance in the formulation of national policy. 

Accordingly, I am creating immediately three com- 
mittees to study and report to me within the shortest 
possible time on the relationship between any further 
aid which may be extended to foreign countries and 





the interests of our domestic economy. Two of these 
studies will be conducted within the Government ; the 
third will be conducted by a non-partisan committee 
of distinguished citizens headed by the Secretary of 
Commerce. 

Of the two studies to be conducted within the Gov- 
ernment, one will deal with the state of our national 
resources, and will be made by a committee of spe- 
cialists under the direction of the Secretary of the 
Interior. The other governmental study will deal 
with the impact on our national economy of aid to 
other countries, and will be conducted by the Council 
of Economic Advisers. 

The non-partisan committee will be requested to 
determine the facts with respect to the character and 
quantities of United States resources available for 
economic assistance to foreign countries, and to ad- 
vise me, in the light of these facts, on the limits 
within which the United States may safely and 
wisely plan to extend such assistance and on the 
relation between this assistance and our domestic 
economy. This committee will be drawn from rep- 
resentatives of American business, finance, labor, 
agriculture and educational and research institu- 
tions. In carrying out its work this committee will 
have the benefit of the studies which are to be made 
within the Government, as well as the materials 
already prepared by various Government agencies. 








October 5, 1947 








sre tapes patter” Stee oR 


beanie sami “iba Se 


eee 


Ree agate 


AMT SPT RN oe, 


da orate scl a Se 


o dae peate vet 
Rieter 


= 


REPORT OF THE COMMITTEE ON FOREIGN AID 


1947-48 Grain-Procurement Program 


1. The Urgency of the Problem 


World requirements for grain during the cur- 
rent 1947-48 season cannot be met without the ex- 
port from the United States of a larger tonnage 
than was exported in the 1946-47 crop year. Yet 
in the face of the expanded requirements it would 
be extremely difficult for the U.S. even to main- 
tain last season’s rate of export because of the 
reduced size of this year’s corn crop. No more 
corn will be available for export during the pres- 
ent crop year. How much wheat we can acquire 
and export depends primarily on how much is fed 
to livestock, poultry, dairy, hogs, and beef. Poul- 
trymen, dairymen, and meat animal feeders are 
currently making their decisions on whether to 
trim down the numbers in their herds and flocks 
or to acquire feed to carry them through the year. 
As the weeks pass, more and more of our wheat 
supply is being acquired for eventual consumption 
by livestock, thus increasing the difficulty of meet- 
ing export needs. 

If the Department of Agriculture merely covers 
its needs from month to month, a situation will 
probably develop early next year in which it will 
be physically impossible to meet even reduced ex- 
port commitments. It is, therefore, essential that 
a firm export program be formulated in the imme- 
diate future and that procurement plans be made 
which will assure our ability to meet whatever 
export commitments are undertaken. This In- 
terim Report of the President’s Committee on 
Foreign Aid is submitted to convey the Commit- 
tee’s judgment on certain of the issues involved, to 
draw attention to the basic questions that need 
to be answered, and to urge the importance of 
reaching decisions upon them now. 


2. West European Requirements 


The basic facts about European requirements 
for imported grain are these: First, Western 
Europe is regularly a deficit area heavily depend- 
ent upon imports of grain for human consumption 
and for animal feeding. Before the war, grain 
imports averaged over 22,000,000 tons a year, about 
half bread grains and half coarse grains. Second, 
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the recovery in agricultural production since the 
war has been uneven and incomplete. In the ex- 
neutral countries and in Norway, the Netherlands, 
and the United Kingdom food and feed grain 
crops in 1946 were above prewar. But in the other 
Central and Western European ex-lelligerent 
countries (which are much more important grain 
producers) 1946 grain crops were only about 80 
per cent of prewar. Third, adverse weather condi- 
tions in 1947 reduced Western European grain 
crops some 5 million tons below those of 1946. Con- 
sequently, to maintain the same level of diet (in 
terms of calories per person per day) as in the 
season just ended, imports of grain into Western 
Europe would have to be five million tons larger. 
The grain production and imports of the Western 
European countries are summarized in the follow- 
ing figures. The 1947-48 import requirements 
stated in this table are the amounts necessary to 
maintain the total grain availability in 1947-48 
at the same level as 1946-47. (The countries in- 
cluded are the Paris Conference countries other 
than Iceland, Turkey, and Portugal and with the 
addition of the three Western zones of Germany.) 


GRAIN PRODUCTION AND Imports OF SELECTED 
European COUNTRIES 























(Millions of tons) 
1933-37 1946-47 1947-48 
Production 
W's sw tn ws 28. 8 25. 0 19. 9 
Coarse grains. ...... 22. 4 21.1 21.2 
gO yg a el 51.2 46. 1 41,1 
Imports 
Se ee 10. 3 12. 4 17.4 
COMMPIEES 8.9 4.3 4.4 
RM SS FS 19, 2 16. 7 21.8 














The urgency of European requirements is indi- 
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cated by the following comparison between the 
prewar diet and the 1946-47 diet for the whole of 
Western Europe and for certain critical nations. 














1933-37 | 1946-47 
Calories per per- 
son per day 

Average entire population. ....... 2830 | 2470 
Average non-farm population. ..... 2850 | 2300 
Austria—non-farm (est.) ........ 2850 1950 
Germany—* “ eine OP Ge a Se 2850 1950 
Greece— “ ‘“ Oe ei ek Waray oot 2450 | 2100 
Italy— ni. DF a ee a 2550 1950 
France— “ “ Dg Fata ile te Wie 2800 | 2200 











The above figures are not limited to nourishment 
received in the form of bread grain but include 
the calory value of all elements in the diet. One 
feature of the European food shortage stands out 
clearly. The main problem is to supply the non- 
farm population, especially in the large urban 
centers. Thus, any measure of the average diet 
of the whole of Western Europe is of little sig- 
nificance. The urgency of the need is determined 
by the situation of certain groups in the popula- 
tions of the five countries listed separately above, 
in which the discrepancy between present and pre- 
war diets is the greatest. 


3. The World Position 


To the extent of nearly two million tons the 
increase in Western European requirements is ex- 
pected to be offset by an increase in the supplies 
available this crop year from major exporting 
areas other than the United States. Exports from 
Canada are expected to be smaller this season than 
last but shipments from Argentina, Australia, and 
other exporting countries should be larger. The 
world supply-demand situation is as follows (in 
millions of tons) : 
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These figures indicate a world deficit of approxi- 
mately 3 million tons of grain even on the assump- 
tions that European imports are limited to the 
amount necessary to maintain the grain supplies 
of last year, that requirements from other areas 
are no greater than they were last year, and that 
U.S. can make 15 million tons of grain available 
for export—a possibility discussed below. 

It is possible that the gap can be reduced 
through some reduction in the imports of areas 
other than Western Europe and some further in- 
crease in shipments from exporting areas other 
than the United States. 

No careful examination has yet been made of the 
requirements of the non-European importing 
areas. The preliminary view of the International 
Emergency Food Committee staff is that require- 
ments will be at least as large as last year. How- 
ever, examination now in progress may reveal pos- 
sibilities of diversion to Western Europe. 

The major area from which there would appear 
to be some possibility of increasing exports is Ar- 
gentina. It is estimated that stocks of all grains 
were some 4,000,000 tons larger on July 1, 1947 than 
on the same date a year ago and are now extremely 
heavy. The limiting factor on shipments is not 
physical availability of grain but rather price 
problems and the ability to move it to seaboard. 
It is believed to lie within the power of the Argen- 
tine Government, given sufficiently powerful in- 
ducements, to secure the export of a larger tonnage 
than that allowed for in the above totals. 


4. Supplies in the United States 

From the 1946 crop some 10,600,000 tons of 
wheat (approximately 396 million bushels) were 
exported as grain and flour, and 4,100,000 tons of 
corn and other grains (approximately 175 million 
bushels). Our 1947 wheat crop was substantially 
larger than last year’s, but the increase was more 
than offset in tonnage by the drop in the size of 
this year’s corn crop compared with last year’s. 
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Indeed, the decline in the size of this year’s total 
United States grain crop (wheat, corn, oats, rye, 
barley) below last year’s is expected to be about 
as great as the total of all grain exported from the 
United States in the crop year ended June 30, 1947. 

Nevertheless, the supply of grain is adequate to 
permit exports equal or nearly equal to last year’s, 
provided excessively heavy feeding of wheat to 
livestock can be prevented. Exports of corn and 
coarse grains are expected to run to 70 million 
bushels this season. More than half, including all 
of the corn, has already been shipped. The criti- 
cal decisions concern the procurement of wheat for 
export. The balance sheet for this year stands 
about as follows: 


Hstimated production . . 1, 409,000,000 bushels 
Carry-over from 1946... 83,000,000 “ 





ee. 1, 492,000,000 “ 
Required for seed and do- 

mestic consumption 

and industrial use . . —605,000,000 “ 





Balance—feeding, exports, 
and carry-Over.... 


887,000,000 “ 

The carry-over from this year’s crop cannot 
safely go below 100,000,000 bushels, and it will be 
unwise to go that low unless the winter wheat crop 
prospects are good next spring. Deducting 100,- 
000,000 bushels leaves a maximum of 787,000,000 
bushels for livestock feeding and for export. 

Even a substantial export program would not 
compel a disastrous liquidation of livestock. The 
shipment abroad of 500,000,000 bushels of wheat 
(approximately 13,500,000 tons) would leave over 
250,000,000 bushels to be fed. Although, on this 
basis, the total amount of grain and feed concen- 
trates available for feed would be smaller than in 
the last few years, there would be only about eight 
per cent less feed per unit of the animal population 


than last year. The condition of pastures and of 
ranges is excellent this year and the supply of hay 
per unit of the animal population will be larger 
than in any previous season. The following sta. 
tistical comparison between the current and the 
preceding season summarizes these conclusions in 
quantitative form. The figures for 1947-48 are 
based on the assumption that 250,000,000 bushels 
of wheat will be fed. [Table below. ] 

Clearly, the export of 500,000,000 bushels of 
wheat would impose no grave hardship on the 
American people as a whole, if its effects be meas- 
ured in physical terms. At most it would cause 
some reduction in the supply of meat, poultry, and 
dairy products available for domestic consumption 
next year. At the present time our consumption 
of meat per capita is some eight per cent higher 
than in 1941, and over 20 per cent higher than the 
average for 1935-39. The per capita consumption 
of poultry products has risen even more. That of 
dairy products is slightly higher than in 1941. In 
the producing areas the reduction in supply would 
not be significant ; however, there would be a con- 
centration of feed shortage in the deficit areas 
where the feed availability per animal unit would 
fall well below the national average. If the prob 
lem could be considered entirely in physical terms 
and if it could be assumed that there would bea 
wide and equitable distribution of the real sacri- 
fice involved, the Committee would have no hesita- 
tion in recommending that we take steps to export 
at least 500,000,000 bushels of wheat in the current 
season. This quantity of wheat, together with 
70,000,000 bushels of coarse grains, would mean 
total exports of 570,000,000 bushels (approxi- 
mately 15,000,000 tons), almost exactly the same 
as last year. 


5. The Economic Problem 


The difficult problem is not that of evaluating 
the relative urgency of European and domestic 





























Avene? | 1008 1943 1944 145 | (1946 Fro 
Grain and feed concentrates utilized for feed (mil- 
i a es a 105.6 | 1427 | 189.2 | 129.5 | 183.8 | 1284 117.5 
Units in the animal population (millions) __________ 132.8 | 160.7 | 172.6 | 147.6 | 146.6 | 138.0 137.0 
Feed supply utilized per animal unit (tons)_________ . 89 . 81 . 88 . 91 . 93 . 6 
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needs but rather of devising ways and means of 
securing at least 500,000,000 bushels of wheat for 
export without gravely serious secondary economic 
effects. Whether livestock in this country or hu- 
man beings in deficit areas abroad, get the major 
portion of our surplus of wheat (over and above 
the amount needed for seed, domestic human con- 
sumption, industrial use, and a safe carry-over), 
depends on prices, the behavior of American con- 
sumers, and the action taken by the United States 
Government during the next few weeks. If the 
European need is to be met, it is essential (1) to 
lessen the disappearance of wheat for livestock 
feed, (2) to acquire it for export (or subsequent 
resale in this country if serious need develops or 
the winter wheat crop fails) before the supply 
passes into hands from which it will not easily be 
drawn. If prices of eggs and poultry, dairy prod- 
ucts and meat continue high, and if demand for 
these products continues strong, and if the price of 
corn remains high compared with that of wheat, 
the amount of wheat fed to livestock may exceed 
400,000,000 bushels. In the cash markets wheat 
has been selling only slightly above corn. Outside 
the corn belt, wheat has often been a more eco- 
nomical buy than corn for feeders and feed mixers. 

If the Department of Agriculture adopted a 
policy of aggressive buying in order to get the 
minimum quantity of wheat necessary to export as 
a matter of national policy, the price of wheat 
would probably rise sharply. The inflationary 
effects of such a development upon the whole econ- 
omy need no elaboration. Moreover, the dilemma 
cannot be resolved for this winter by the reimpo- 
sition of direct controls of any kind. Under exist- 
ing law, the Government lacks specific authority to 
ration consumption, fix ceiling prices, or to prevent 
the diversion of wheat into non-food uses. The 
Committee has not attempted to decide whether 
such direct controls would be effective. Immediate 
consideration should be given to the various types 
of controls which might be enacted by the Con- 
gress. However, action in the present situation 
cannot wait for consideration of possible legis- 
lation and the creation of new administrative 
machinery. 

Through September 6, about 200,000,000 bushels 
of wheat had been acquired or committed for ex- 
port by the Department of Agriculture and by 
private concerns. This included approximately 
50,000,000 bushels on hand on June 30. Almost 
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half of this 200,000,000 bushels will be required for 
occupied areas in Germany, Japan, and Korea. 
The Department has acquired very little wheat 
during recent weeks in which prices were ad- 
vancing sharply. Unless radical and unexpected 
changes occur, it may not be able to acquire, with 
present buying practices, the bare minimum quan- 
tity of wheat necessary for export this year. 

A policy decision needs to be made as to which 
horn of the dilemma to seize; whether it is better 
policy to make sure of getting the wheat at the risk 
of pushing wheat prices higher through more ag- 
gressive buying, or to buy wheat cautiously, on 
market breaks, at the risk of obtaining for export 
considerably less than will be needed to meet mini- 
mum requirements in overseas areas of special im- 
portance to the United States. 


6. Recommendations 


In either event, but especially if the decision is 
to go out aggressively to get the wheat, certain 
steps may be taken to alleviate the upward pres- 
sure in the grain market, to lessen the amount of 
wheat feeding, and to secure the best possible dis- 
tribution and use of existing grain supplies 
throughout the world in the light of our national 
interest. The following are the major lines of ac- 
tion which the Committee believes should be 
followed. 


(1) The most effective weapon that can be 
brought into play immediately to reduce pressure 
on the grain markets is a drive to cut the demand 
for meat, butter, poultry, and eggs by voluntary 
self-rationing on the part of consumers. Such an 
effort must be led by the President ; it must be care- 
fully planned, intensively organized, and based on 
obtaining the organized cooperation of food pro- 
ducers, processors, distributors and, above all, con- 
sumers. It can and should be based on both con- 
sumer resistance to high prices and the desire to 
make some modest sacrifice to prevent starvation 
abroad. If successful, this movement would cer- 
tainly discourage excessive feeding of high-priced 
wheat and other feeds. It would tend to reduce in- 
flationary pressure and make possible a more equi- 
table distribution of our food supplies among 
American consumers. 

(2) The Executive Departments should keep 
pressure on the commodity exchanges to set the 
highest margin requirements for non-hedging fu- 
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tures trading in grain that are obtainable without 
destroying the effectiveness of the exchanges for 
necessary hedging operations. The commodity ex- 
changes do not make prices rise but there is evi- 
dence of a growing speculative interest in com- 


modities that should be discouraged in every way 


possible. 

(3) The State Department and other Depart- 
ments concerned should use every means at the dis- 
posal of our Government to bring about changes 
in Argentine policy so as to secure the export of 
maximum quantities of grain and its distribution 
to the right countries on reasonable terms. Look- 
ing beyond the present season it is highly impor- 
tant that the Argentine Government encourage in- 
stead of discourage the planting of a large acreage 
for the next crop. 

(4) Exports to countries other than Western 
Europe, and the occupied areas in the Orient, for 
which minimum requirements have been carefully 
calculated should be restricted to amounts demon- 
strably required to meet essential needs. In 1946- 
47 our exports to Eastern Europe totaled about 1.5 


million tons, to Latin America 2.3 million tons, and - 


to miscellaneous African and Asiatic countries an. 
other 1.5 million tons. In the light of this years 
more acute world grain shortage, such exports 
should not be continued at this level except on the 
basis of demonstrated need. In screening the grain 
requirements of the importing areas, and in deter. 
mining the relative priorities of the needs, it may 
be desirable to take into account the proportion of 
their total grain supplies which is available di- 
rectly for human consumption and the proportion 
which is being fed to livestock and poultry. 

(5) Although it is not relevant to the urgent 
problems of this winter, the Committee believes 
that immediate attention should be given to the de- 
sirability of increasing exports of nitrate fertili- 
zers from the United States to Western Europe, 
With present rates of consumption, the shift ofa 
moderate tonnage of nitrogen from use in the 
United States to use in Europe would make pos- 
sible a large net addition to world food supplies. 
Such action would have to be taken within the next 
few months if additional fertilizer were to be avail- 
able for application in the spring of 1948. 


MEMBERSHIP OF COMMITTEE ON FOREIGN AID 


The Committee on Foreign Aid, which was ap- 
pointed by the President on June 22, 1947 to de- 
termine the facts as to United States Resources 
available for economic assistance to foreign coun- 
tries, and to advise him concerning this assistance, 
consists of the following: 


Hiland Batcheller, President, Allegheny-Ludlum Steel 
Corp., Pittsburgh, Pa. 

Robert Earle Buchanan, Dean, Graduate College, Iowa 
State College, Ames, Iowa 

W. Randolph Burgess, Vice-Chairman, National City Bank 
of N.Y., New York City 

James B. Carey, Secretary-Treasurer, CIO, Washington, 
D.C. 

John L. Collyer, President, B. F. Goodrich Co., Akron, Ohio 

Granville Conway, President, The Cosmopolitan Shipping 
Co., Inc., 42d and Broadway, New York City 

Melville F, Coolbaugh, 1700 Maple St., Golden, Colo. 

Chester C. Davis, President, Federal Reserve Bank, St. 
Louis, Mo. 
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R. R. Deupree, President, Proctor & Gamble Co., Cincit- 
nati, Ohio j 

W. Averell Harriman, Chairman, Department of Commeree, 
Washington, D.C. 

Paul G. Hoffman, President, The Studebaker Corp., South 
Bend, Ind. 

Calvin B. Hoover, Dean, Graduate School, Duke University, 
Durham, N.C. 

Robert Koenig, President, Ayrshire Collieries Co., Big Four 
Building, Indianapolis, Ind. 

Robert M. La Follette, Jr., Barr Building, Washington, D.C, 

Edward 8. Mason, Dean, School of Public Administration, 
Harvard University, Cambridge, Mass. 

George Meany, Secretary-Treasurer, American Federation 
of Labor, Washington, D.C. 

Harold G. Moulton, President, The Brookings Institution, 
Jackson Place, Washington, D.C. 

William I. Myers, Dean, College of Agriculture, Cornell 
University, Ithaca, N.Y. 

Robert Gordon Sproul, President, University of California, 
Berkeley, Calif. 

Owen D. Young, Honorary Chairman of the Board of 
Directors, General Electric Co., Van Hornesville, N.Y. 
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Coal for Europe 


BY ASSISTANT SECRETARY THORP! 


The fact that we have gathered here to attend 
the first annual dinner of the Coal Exporters As- 
sociation of the United States calls attention to a 
dramatic and significant new development in the 
economic relationship among nations. Before the 
war, the volume of coal exports from this coun- 
try to Europe was so negligible that the returns 
would hardly have justified an occasion of this 
kind. Our annual coal exports to European coun- 
tries did not exceed 100,000 tons, except during 
the abnormal situation arising from the general 
strike in Great Britain in the mid-twenties. To- 
day, the contrast is startling; Europe depends on 
American coal for its margin of existence. Those 
black diamonds which we have always thought 
of as a domestic product have become an interna- 
tional commodity of surprising importance. 

Coal is the basic, indispensable element of mod- 
ern industrialized civilization. That truth has 
long been recognized, but the experience of Europe 
during the last two years has served to emphasize 
it once again. Coal is not only a fuel; it is an 
essential factor in other important industries, in- 
cluding steel, transport, textiles, fertilizer, and 
lumber. Right now, coal is the primary bottleneck 
that is blocking an increase in European industrial 
production in all fields. 

Coal is needed to produce Europe’s food crops. 
We have all been reading lately about the second 
consecutive failure of Europe’s principal agricul- 
tural crops. For example, the wheat yield in 
France this year is the lowest since Napoleon’s 
time. This is largely due to bad weather ; extreme 
cold last winter froze seed in the ground, and 
droughts during the summer months drastically 
reduced the already meager crops. 

But Europe’s poor food production is also at- 
tributable in large measure to lack of sufficient 
quantities of fertilizer. All during the war, the 
soil of Europe steadily deteriorated, and its ability 
to produce today is certainly below the prewar 
level. Potash and phosphate are available in lim- 
ited amounts, but there is an acute shortage of 
hitrogen. Germany, which, before the war, led 
the world in nitrogen production and exported 
uch of it as fertilizer, now is exporting none what- 
wever. Because coal is lacking, Europe has an 
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idle capacity capable of producing about 380,000 
metric tons of nitrogen. Seven or eight tons of 
coal are required to produce one ton of nitrogen, 
but one ton of nitrogen, combined with other nu- 
trients, will increase the yield of wheat over an 
appropriate acreage by 12 tons, so the shortage of 
coal is reflected in the shortage of food. 

Coal is needed in transport. Europe’s railway 
systems operate almost exclusively with coal- 
burning locomotives. The railroads normally keep 
two weeks’ supply of coal on hand, in frequent 
coaling stations. Because coal is scarce, fewer sta- 
tions are maintained, and locomotives go farther 
without refueling; this practice is inefficient and 
wastes coal. There is also a scarcity of coal cars— 
a problem with which you are familiar to some 
degree in this country. The shortage of transport 
hampers the development of all types of economic 
activity. 

The lack of coal is holding back the production 
of steel, although iron ore is abundant, steel scrap 
is available, and labor is sufficient. The lack of 
steel, in turn, has handicapped coal mining, since 
mine equipment is worn out and wearing out, and 
replacements and spare parts are practically un- 
obtainable. 

Coal has even curtailed the supply of lumber. 
The Scandinavian countries normally import coal 
from Germany, Poland, and Britain, and in return 
send them lumber. Now, because Sweden, Norway, 
and Finland cannot get enough coal, they are 
burning wood as fuel instead of converting it into 
lumber, which is badly needed for reconstruction 
in the other European countries. Coal production 
itself depends on wood in the form of pitprops, 
which are now exceedingly scarce, especially in the 
Ruhr. 

Coal is essential for power, light, and heat. 
There are some hydroelectric plants in central 
France, Germany, Switzerland, Austria, and Nor- 
way, but for the most part Europe depends for 
electricity upon power plants fueled with coal. 
The summer drought has reduced hydroelectric 


* Address delivered before the Coal Exporters Associa- 
tion of the U.S. at New York City on Sept. 25, 1947, and 
released to the press on the same date. Willard L. Thorp 
is Assistant Secretary of State for economic affairs. 
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output and increased the demand on steam gener- 
ators. Since coal is short, electricity is rationed 
to factories, and householders have current only at 
night. Thus the influence of coal permeates every 
phase of community life. 

Coal is the heart of Europe’s industrial economy, 
and the Ruhr is the heart of the coal problem. Be- 
fore the war, it was the Ruhr which was the great 
source of coal for continental Europe, and I must 
tell you about the Ruhr so that you can understand 
the present need for American coal and the cer- 
tainty that this need will continue at present levels 
for several years, as a minimum. Before the war 
an effective labor force of about 400,000 men pro- 
duced about 140 million tons per year or about 
440,000 tons a day from the Ruhr mines. When 
Allied troops occupied the Ruhr in 1945, produc- 
tion had dropped to about 30,000 tons a day and 
the labor force remaining after the release of 
forced labor consisted of hardly more than 100,000 
men. 

As a prime industrial target, the Ruhr had been 
heavily bombed and fought over. As a result, 
mines representing 10 percent of normal produc- 
tion had been damaged so severely that it has not 
been possible to restore them even after two years. 
About 25 percent of the mines now operating were 
so badly damaged that they have been repaired 
only with great difficulty. This means that about 
one third of normal capacity had been knocked 
out of production or seriously impaired. Min- 
ing supplies were no longer being manufactured, 
and machinery has depreciated and stores are 
badly depleted. Pitprops were almost nonexistent, 
as large stocks had been destroyed by fire. Trans- 
port was completely disorganized, and industry 
generally was at a standstill. Out of 250,000 
miners’ homes in the Ruhr, only one fifth were still 
undamaged ; 66,000 had been destroyed and 130,- 
000 were damaged in varying degrees. 

One of the first steps taken by the occupying 
authorities was the establishment of a recruit- 
ing system for miners. About 35,000 former 
miners among the prisoners of war in the British 
zone were returned to the mines, and all able- 
bodied men aged 18 to 35 not in essential employ- 
ment were directed into mining. Top priority in 
the supply of labor was accorded mining. As a 
result of these measures, the number of miners 
increased by the end of 1945 to about 200,000— 
double the number available on V—E Day but only 
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half the prewar total. During 1946 the number 
recruited barely kept pace with the number that 
left the mines. Recruitment was stimulated by a 
wage rise late in 1946 and an incentive program 
early in 1947. The present labor force numbers 
about 250,000, and the net increase is approxi- 
mately 1,000 per week, which is about all that can 
be taken care of under the housing program, 
Almost all of the new labor is unskilled and there- 
fore inefficient. Adult labor is trained by work- 
ing alongside skilled miners, and 14,000 young men 
are being specially trained in institutes. 

The 20 percent wage increase granted in 1946 
placed the miner among the highest paid workers 
in western Germany, and he probably is better 
protected by social security benefits than any other 
worker. Some progress has been made in improv- 
ing housing for the miners. By the middle of 
1946, 95,000 miners’ dwelling units had been re- 
paired, 2,000 Nissen huts had been converted into 
dwellings, and some prefabricated houses put up, 
A two-year plan devoted exclusively to miners’ 
housing is now under way, with a special alloca- 
tion of coal for production of the necessary ma- 
terials. 

However, the most important single factor af- 
fecting coal production since the occupation has 
been the food supply. When food has been scaree 
and rations reduced, coal production has declined 
drastically ; when the 1,500-calorie ration, low as 
it is, is maintained, the production chart of coal 
shows a corresponding up-curve. It is not only 
necessary to feed the miner enough to give him 
energy for the hard work he does (he gets a spe- 
cial ration), but his family must receive sufficient 
food too. If they can’t get enough rationed food, 
then the miner saves from his own ration and 
also is likely to stay out of the pit and forage the 
countryside for food for his family. 

Early this year a “points system” was instituted, 
by which a miner who reports for work regularly 
and increases production receives coupons én- 
titling him to purchase extra food and consumer 
goods not otherwise obtainable. This system was 
further refined in July to make the incentives even 
more attractive. 

Another limiting factor has been the extreme 
shortage of equipment and supplies, such as steel, 
chemicals, rubber belting and hose, electrical 
equipment, miners’ work clothes, and pit wood. 
Even given the men, materials, and necessary 
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transport, however, the present potential capacity 
of the mines is 350,000 tons per day, or about four 
fifths of prewar. Any increase beyond this point 
will require extensive repairs and new machinery. 
To restore full prewar capacity would require 
from 114 to 2 million tons of steel alone. 

It is possible that some increase in production 
can be obtained through greater mechanization of 
the mines, although conditions in the German 
mines are much less favorable for the use of ma- 
chinery than those in this country. During the 
last several years certain new types of machinery 
particularly adapted to Ruhr conditions have been 
developed. There are now 30 so-called coal 
ploughs in use, which cut and load coal in the same 
operation, and 23 more are on order from German 
manufacturers. 

The combination of all these efforts has meant 
that in recent weeks production has reached a new 
high level of slightly over 240,000 tonsa day. This 
is a significant improvement, but it can hardly be 
compared with the prewar figure of 440,000 tons 
per day. Clearly the problem will be with us for 
a long time. 

Increased production at the mine is of little 
avail, however, if the coal cannot be moved to the 
places where it is needed. The German transport 
system is in such poor condition now that coal is 
actually accumulating at the pits. Since such fur- 
ther improvement of the railway system seems im- 
possible at the moment, in view of the world-wide 
shortage of rolling stock, the only immediate solu- 
tion apparent is the greater utilization of water 
and highway transport. Negotiations are now in 
progress with Belgium and the Netherlands for use 
of their ports, barges, and tugs, in order to relieve 
the heavy burden on the rail facilities from Bremen 
and Hamburg. It also may be possible to arrange 
for Belgium and Czechoslovakia to repair some 
rolling stock now immobilized in Germany. 

From the beginning of the occupation, the Brit- 
ish were responsible for coal production in the 
Ruhr, since that area was in their zone. At Pots- 
dam it was agreed that the four zones in Germany 
should have a certain degree of economic unity. 
However, that agreement was never implemented, 
and the four zones operated almost like four dif- 
ferent countries. In December 1946, however, the 
American and British Governments agreed on eco- 
nomic fusion of their two zones in the interest of 
increased efficiency. Since that time, the respec- 
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tive zone commanders have been considering estab- 
lishment of a German administration for the coal 
industry in the bizonal area, under joint Anglo- 
American control. This is made possible by the 
completion: of the denazification process in that 
area, whereby all who could be shown to have been 
active Nazis were removed from positions of 
power. 

The provisional agreement of the zone com- 
manders called for placing responsibility for coal 
production in German hands, through creation of a 
German coal management responsible to the Brit- 
ish and American Military Governments. Anglo- 
American supervision would be exercised by a 
United States-United Kingdom control group, 
which would issue directives to the German 
management. 

Early in August, the British Government sent a 
delegation to Washington to discuss with repre- 
sentatives of our Government the whole problem 
of increasing coal production in the Ruhr in the 
immediate future. After several weeks of discus- 
sion, the conference recommended a whole series 
of steps to be taken to increase production, one of 
which was that the proposed agreement be put into 
effect. 

If this recommendation is accepted—and we cer- 
tainly hope that it will be—the American com- 
mander in Germany will appoint representatives to 
form, with their British counterparts, the new 
joint control group. When this is done, the United 
States for the first time will share equally in the 
control and supervision of the Ruhr coal industry. 
This arrangement is logical, since under the bizonal 
plan the expenses incurred as a result of occupation 
of the British and American zones are paid by the 
two Governments on a 50-50 basis. 

Joint economic action by the British and Ameri- 
can Governments in Germany is not confined to 
coal alone. Obviously the rate of production of 
coal affects, and is affected by, the productivity of 
related industries, such as steel and transportation. 
These are relationships that cannot be ignored. 
What is urgently needed in Germany is not an in- 
crease in coal production alone but an integrated, 
synchronized advance all along the line. 

It was for this reason that the British and 
American Governments, after consultation with 
the French Government, four weeks ago, an- 
nounced an upward revision of the level of indus- 
trial capacity authorized in the bizonal area of 
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Germany. The necessity for this revision resulted 
chiefly from the failure of the four occupying 
powers to treat Germany as an economic unit, as 
required by the Potsdam agreement. Since the 
original level-of-industry plan agreed upon by the 
occupying powers was based on the assumption of 
economic unification, and unification has not been 
realized in fact, a somewhat higher level for the 
bizonal area is necessary in order to support the 
population and reduce reliance upon contributed 
imports, mainly from the United States. 

The industrial capacity which would have been 
retained in the bizonal area under the original 
plan would have made possible a general level of 
production equal to about 70 or 75 percent of 
1936. The new plan raises the permitted level to 
approximately the equal of 1936, a year that was 
characterized by neither boom nor depression. 
However, the bizonal area already has a popula- 
tion six million greater than in 1936, and by 1952 
it is expected to contain a population eight to ten 
million larger than in 1936. Therefore, even un- 
der the revised level of industry, the per capita 
production capacity of the bizonal area in 1952 
would be about 75 percent of 1936. 

In developing the new bizonal plan, the para- 
mount consideration was the establishment of a 
level of industry that would ultimately make the 
area self-supporting and enable it to make an ap- 
propriate contribution to the recovery of Europe 
as a whole. Germany is irrevocably a part of 
Europe, and Europe cannot recover its economic 
health while Germany is a festering sore, any more 
than the human body can be healthy while some 
central organ is diseased. 

Germany was formerly the nerve center of much 
of Europe’s trade—a major producer of iron, steel, 
and coal, a purchaser of raw materials and food 
from other parts of the Continent. Germany was 
a workshop and a supplier of manufactured goods, 
a railroad center, a shipping artery, a banker. It 
is not so today, for Germany was more thoroughly 
smashed than any other part of industrial Europe. 
Perhaps the best way for Americans to compre- 
hend the meaning of the devastation in Germany, 
and particularly the Ruhr, is to try to visualize 
what effect the smashing of our industrial complex 
from Chicago to Pittsburgh—to a point where it 
was reduced to production at 40 percent of the 
former level—would have on the national economy 
of the United States. 
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The meaning of the virtual disappearance of 
Germany from the European economy can be 
glimpsed in a quick look at the case of the Nether- 
lands. Before the war nearly one fifth of all 
Dutch trade was conducted with Germany. The 
proportion was even higher in the case of vital 
imports such as iron and steel, chemicals, ma- 
chines, and instruments. More than half of all the 
industrial equipment in the Netherlands is of Ger- 
man origin. Dutch industry is badly handicapped 
in its recovery efforts by the lack of spare parts, 
equipment, and materials that Germany once sup- 
plied. 

Germany was also an important buyer of Dutch 
products, particularly agricultural products, 
which constituted one third of Dutch exports, 
The failure of Germany to take any part of its 
customary one fifth of Dutch exports of dairy 
products and garden produce has hit Dutch ex- 
porters hard. Another major factor in Holland’s 
prewar economy was the transit traffic through 
the ports of Amsterdam and Rotterdam. Four 
boats in every five in the Dutch Rhine fleet were 
used in carrying German goods. This substantial 
income for the Netherlands has almost ceased to 
exist, since German trade through the Rhine ports 
has declined to one fifth of prewar. The occupy- 
ing authorities, to save foreign exchange, have di- 
verted this trade to the German North Sea ports, 
and this in turn has increased the strain on the 
crippled German transportation system. 

The failure of German exports, especially coal, 
to revive has retarded the recovery of all Europe. 
Because of the pressure to earn dollars to pay for 
essential food and other imports, the few German 
manufacturers who have resumed operations tend 
to concentrate on luxury and semi-luxury items— 
cameras, toys, binoculars—which find a market in 
hard-currency countries. Meanwhile, Europe des- 
perately needs German mining machinery, spare 
parts, milking machines to increase Dutch and 
Danish dairy production, and many other articles 
essential to recovery. As long as German produc- 
tion is less than half of prewar, and her trade lags 
even further behind, it constitutes a serious brake 
on the satisfactory recovery in Europe. 

Secretary Marshall defined the aims of the 
United States in Germany in a statement to the 
Conference of Foreign Ministers at Moscow, in 
which he said: “The United States is opposed to 
policies which will continue Germany as a con- 
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gested slum or an economic poorhouse in the center 
of Europe. we want Germany to use its 
resources of skilled manpower, energy, and indus- 
trial capacity to rebuild the network of trade on 
which European prosperity depends; ultimately, 
it desires to see a peaceful Germany, with strong 
democratic roots, take its place in the European 
and world community of nations.” This does not 
contemplate the recovery by Germany of her for- 
mer economic power but does suggest that her 
resources are needed by the rest of Europe. 

These objectives assume even greater importance 
in the light of Mr. Marshall’s proposal of June 5 
that the European nations take the initiative in 
developing a comprehensive, workable plan for the 
earliest possible reconstruction of Europe, based 
on maximum effort by each nation and of Europe 
as a whole and a minimum of additional assistance 
from the United States. 

The new level of industry in the bizonal area 
and the recommendations for joint efforts to in- 
crease coal production in the Ruhr, from the pres- 
ent low level of about 72 million tons a year to 
something like the prewar figure of 140 million 
tons, reflect the determination of this Government 
to take the measures necessary to utilize German 
resources in the interest of general European re- 
covery. Even now, at the current unsatisfactory 
level of coal production, Germany is exporting an 
average of one million tons a month to other Euro- 
pean countries, at the expense of the German econ- 
omy. As production in the Ruhr increases, the 
other nations cooperating in the European recov- 
ery program will share in the distribution of the 
increase. 

I want te state, as emphatically as I know how, 
that the United States does not intend to promote 
the recovery of Germany at the expense of the rest 
of Europe. Exactly the contrary is true. We do 
see recovery in Germany as a necessary part of 
European recovery. 

We are also keeping fully in mind the problem 
of security. No one can forget that Germany has 
started two world wars. Therefore, we have car- 
ried out a vigorous demilitarization program in 
our occupation zone. We intend to see that Ger- 
many does not recreate her industrial potential for 
war-making purposes, and we have offered to enter 
into a 40-year treaty with the other major Allied 
powers to provide machinery for inspection and 
control which would guarantee that Germany does 
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not again threaten to break the peace. That offer 
still stands. 

Meanwhile, Germans have been eating one third 
less than other Europeans, on the average, and 
Germany’s industrial production index is only 
about 40 percent of 1936, compared with 80 to 100 
percent for her neighbors. These gaps are too 
great, and we are determined to narrow them, for 
the relief of the American taxpayer and for the 
benefit of Europe itself. 

Until Europe can increase production enough to 
overcome the accumulated deficit resulting from 
the war and to pay its way in the world again, it 
must import the irreducible minimum of supplies 
required to support a tolerable standard of living 
and give its peoples the strength and the where- 
withal to accomplish the exacting tasks of recon- 
struction. Virtually the only source from which 
these supplies can be obtained is the Western Hemi- 
sphere, and that means principally the United 
States. 

The fundamental problem in Europe is one of 
production. The shortage period has meant aus- 
terity for them and an increasing problem of 
finding ways and means to buy necessary new mate- 
rials and food abroad. Eventually, their own pro- 
duction should meet most of their own needs and 
provide exports enough to pay for the balance. In 
the interim, American assistance is the only appar- 
ent solution. 

Of course, it is not really dollars which they 
need but commodities. To fill the gap between the 
volume of coal which Europe is now producing and 
the volume it must have to meet essential require- 
ments, the United States is shipping coal across 
the Atlantic at a current rate of almost 50 million 
tons a year. Even that only fills the gap in part. 
Four hundred to five hundred ships a month are 
clearing from American ports with cargoes of coal 
bound for the hungry furnaces of Europe. This 
prodigious achievement is another tribute to the 
ingenuity, energy, and technical skill of American 
management and labor. The continuance of this 
performance, possibly for several more years while 
Europe strives to achieve something like a balance 
between its coal production and requirements, will 
challenge our best efforts. 

We may experience, as we have in past months, 
difficulties in first one and then another phase of 
the program—getting the coal out of the mines, 
finding enough coal cars, keeping sufficient port 
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facilities in efficient operation, assembling enough 
shipping to do the job. Teamwork between labor 
and management, between business and govern- 
ment, have surmounted every obstacle. A continu- 
ance of that excellent cooperation will be necessary, 
especially during the coming winter, to make sure 
that the American coal industry produces in sufli- 
cient volume to meet all domestic requirements and 
the demands for essential exports as well. We 
have already proved it can be done; we must keep 
on proving it. 

The coal exporters of this country have made a 
magnificent contribution to this achievement, as is 
conclusively demonstrated by the records. In our 
best month last year, 2,300,000 tons of coal cleared 
American ports for Europe; in August, our best 
month so far this year, 4,300,000 tons were shipped 
to Europe—an increase of almost 100 percent. 





This is all the more remarkable when we consider 
the magnitude of the physical task alone, plus the 
necessity of dealing with a number of government 
missions and conforming with those government 
regulations, in the formulation and enforcement 
of which you gentlemen fully cooperated. 


I hardly need to tell you, but I would like to 
inform the American people, that the coal ex- 
porters of the United States occupy a position of 
great strategic importance and that they are ac- 
quitting themselves well. You operate the controls 
for the movement of the most vital element in the 
world economy—with the sole exception of food. 
By your efforts you are quickening the pace of 
world recovery and are contributing magnificently 
to the attainment of the conditions of stability, 
prosperity, and peace which we all so earnestly 
desire. 


Execution of Nikola Petkov Declared Travesty on Justice 


[Released to the press September 23] 


The Department of State has received confirma- 
tion from the Acting Political Representative in 
Sofia that Nikola Petkov was executed on Sep- 
tember 23. 


Mr. Petkov was one of the four Bulgarian sign- 
ers of the Bulgarian armistice. As the leader of 
the Agrarian Party, the largest political party in 
Bulgaria, he played an active and leading role 
in the establishment of a coalition government in 
September 1944, following the overthrow of the 
Bulgarian Nazi regime. Subsequently, in July 
1945, Mr. Petkov and the majority of his party 
withdrew from the minority-controlled organ 
which that Government became. Since July 1945 
he has been the acknowledged leader of the oppo- 
sition. He was arrested on charges of conspiracy 
against the government on June 8, 1947. 

Mr. Petkov’s trial was a travesty on justice. 
Two of the attorneys selected by Petkov were 
seized by the militia. The court refused to permit 
the appearance of numerous witnesses requested 
by the defense. The court likewise denied a re- 
quest by the defense for a postponement to permit 
study of the pre-trial record. The presiding 
judge actively participated in the prosecution. On 
August 16, 1947, the court pronounced Mr. Petkov 
guilty of “having inspired certain Bulgarian Army 
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officers to found a military union which conspired 
to overthrow the Fatherland Front government,” 
et cetera. Mr. Petkov was sentenced to death. 
Mindful of its obligations under the Yalta agree- 
ment in regard to assisting the peoples of the for- 
mer Axis satellite states to solve by democratic 
means their pressing political problems, the United 
States Government requested the Soviet acting 
deputy chairman of the Allied Control Commis- 
sion to instruct the Bulgarian Government, with- 
out prejudice to the right of Mr. Petkov to appeal, 
to suspend the sentence passed upon him until 
the Commission had had full opportunity to re- 
view the case. This and subsequent approaches 
to the Allied Control Commission were rejected 
by the Soviet acting deputy chairman on the 
grounds that such review would constitute “inter- 
ference in Bulgarian internal affairs”. On Au- 
gust 23 the American Embassy at Moscow in- 
formed the Soviet Foreign Office that the United 
States Government could not accept the position 
taken by the Soviet Representative on the Allied 
Control Commission and requested immediate con- 
sultation at a government level among the three 
Yalta Powers in order that they might reach con- 
certed policies in regard to the matter. This ap- 
proach and a later one of August 30 to the Soviet 
Foreign Office were likewise rejected on similar 
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reasoning. The United States Government also 
communicated its views concerning the Petkov 
case to the highest Bulgarian authorities. 

The timing and conduct of the trial and its re- 
lationship to other repressive measures undertaken 
by the Bulgarian authorities make it abundantly 
clear that the trial constituted but one of a series 
of measures undertaken by the Communist-domi- 
nated Fatherland Front government to remove 
from the Bulgarian scene all save a purely nomi- 
nal opposition and to consolidate, despite its pro- 
fessions to the contrary, a totalitarian form of 
government. The trial of Nikola Petkov recalls 
to memory another trial which occurred in Leip- 
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zig 14 years ago. In that earlier trial a Bulgarian 
defendant evoked world-wide admiration for his 
courageous defiance of the Nazi bully who partici- 
pated in his prosecution. Today that defendant 
has assumed another role, and it is now the courage 
of another Bulgarian whose steadfast opposition 
to forces of oppression has evoked world-wide ad- 
miration. In bringing Nikola Petkov to trial the 
Bulgarian regime placed itself on trial in the minds 
of many Bulgarians and of freedom-supporting 
peoples outside Bulgaria. In the court of world 
opinion that regime has shown itself wanting with 
respect to elementary principles of justice and the 
rights of man. 


Denial of Misconduct by U.S. Military Forces in Yugoslavia 


EXCHANGE OF NOTES BETWEEN THE UNITED STATES AND THE FEDERAL 
[PEOPLES REPUBLIC OF YUGOSLAVIA 


[Released to the press September 24] 
Text of the Yugoslav note of September 22 
P. No. 1200 

The Ambassador of the Federal Peoples Re- 
public of Yugoslavia presents his compliments to 
the Honorable, The Secretary of State and has the 
honor to inform of the following: 

1. On the occasion of the withdrawal from the 
demarcation line in the Julian March and shortly 
before their departure, the American occupational 
troops committed serious attacks against the prop- 
erty in the region which was taken over by the 
Federal Peoples Republic of Yugoslavia. On the 
night of September 15-16, American soldiers de- 
molished a hospital in Sezana and removed all of 
the valuable articles. 

2. Along the whole demarcation line American 
troops burned or destroyed other-wise practically 
all of the barracks. Such action on the part of 
American soldiers increased the tension on the 
demarcation line and could have caused undesired 
incidents. Besides that, American troops dis- 
played a hostile attitude towards the Federal 
Peoples Republic of Yugoslavia. 

3. The American soldiers tried to provoke inci- 
dents and made physical attacks upon the Yugo- 
slavs. On September 15, on the road between 


Tolmin and Kobarid, American soldiers physically 
attacked and beat Yugoslav telephone workers who 
were working on a telephone line. On September 
15, on the road St. Lucia—Kozariste, American 
soldiers distributed Anti-Yugoslav leaflets. 

Moreover, Italians exercised moral pressure on 
the population in the territory which was to be- 
long to the Federal Peoples Republic of Yugo- 
slavia so that they would move out. 

In the region of Kobarid American soldiers, 
during their withdrawal, fired three artillery shots 
on the territory of the Federal Peoples Republic 
of Yugoslavia. They tried to provoke incidents 
by firing from infantry arms. Such action by the 
American occupation forces may have left the 
population of the territory in question with the 
impression that the American authorities are hos- 
tile and in that way incite incidents which would 
make difficult or even impossible the peaceful “tak- 
ing over” of the territory. 

The attitude of the American occupational au- 
thorities, before the carrying out of the Peace 
Treaty, made it possible for followers of Fascist 
organizations to provoke incidents, attack prop- 
erty and make physical attacks on the Yugoslav 
population and even upon the Yugoslav citizens 
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in the Italian territory or on the Free territory of 
Trieste. 

During the night of September 14-15, a mine 
was laid in the building of the “Primorski 
dnevnik” in Gorica. It was a fortunate incident 
that the mine was found and removed by Yugo- 
slav citizens and therefore its explosion was pre- 
vented. A Yugoslav automobile with license plate 
TP was burned the same night by an organized 
group in Gorica, 

On September 14 at 2 p.m. members of the Or- 
ganization “Divisione Gorizia” destroyed the res- 
taurant belonging to a Slovene—Polde Cesut—in- 
jured him and stole 19.000 lire. In the same man- 
ner the restaurants of Petar Kralj, Petrovic Makso 
and Gifl were attacked and Marcija Butinjolija 
was seriously wounded. At 8:00 p.m. of the same 
evening, the Library of “Ljudska Zalozba” was at- 
tacked and 30,000 Slovene books were destroyed. 

On the night of September 13-14 in Gorica, or- 
ganized groups attacked the houses of Gorica citi- 
zens who did not want to display Italian flags. 
In these attacks three grenades were thrown. 

Attention should be drawn to the fact that the 
Organization “Divizione Gorizia” is organized 
under the same principles as the Fascist Squa- 
dristi and that the majority of the members are 
former members of the Fascist party. 

On September 15, in Trieste, the head of the 
Yugoslav border commission, Colonel Kilibarda 
and Major Altarac were attacked. Fifteen mem- 
bers of the civilian police, who were present, did 
not intervene and did not protect the above men- 
tioned official representatives of the Federal Peo- 
ples Republic of Yugoslavia. On that occasion 
the automobile of Colonel Kilibarda was damaged. 

The Ambassador of Yugoslavia, would, at the 





same time, like to mention that the American oe- 
cupation authorities, before the Peace treaty came 
into effect, allowed, between September 13-14, the 
entry of Italian troops and carabinieri into Gorica, 

The American occupational authorities are re- 
sponsible for the criminal activities of the mem- 
bers of the above named organizations because 
they are in charge of the maintenance of Law and 
order, and with the protection of personal integ- 
rity and property on the territories in question. 

The Government of the Federal Peoples Repub- 
lic of Yugoslavia wishes to express its unsatisfac- 
tion for the incorrect stand of the American sol- 
diers and commander and reserves itself the right 
to seek compensation for the damages incurred by 
American soldiers. 

The Yugoslav Ambassador takes this opportu- 
nity to renew to the Honorable the Secretary of 
State the assurances of his highest consideration. 

WasurinerTon, D. C., September 22, 1947. 


Text of the United States reply of September 23 to 
the Yugoslav note of September 22 


The Acting Secretary of State presents his com- 
pliments to His Excellency The Ambassador of the 
Federal People’s Republic of Yugoslavia and has 
the honor to acknowledge the receipt of the Am- 
bassador’s note P. No. 1200 of September 22, 1947, 
detailing numerous alleged instances of miscon- 
duct by United States military forces during their 
withdrawal from territory ceded to Yugoslavia 
under the Treaty of Peace with Italy. 

These charges have been determined upon in- 
vestigation to be wholly without foundation in fact 
and are rejected by the Government of the United 
States as unworthy of comment. 


SUMMARY OF ANSWERS TO YUGOSLAV CHARGES’ 


[Released to the press September 24] 

Cuarce 1: American Occupation Forces com- 

mitted numerous insolent attacks against our pop- 

ulace, property and citizens at the moment of 
withdrawal from Istria. 

Answer: The withdrawal of the American and 


1 Made by Maj. Gen. T. §, Airey (U.K.), Commander, 
U.S.-U.K. Zone, Free Territory of Trieste, on Sept. 20, 
1947. Printed from telegraphic text. 
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British troops from Pola, at the end of the Istrian 
Peninsula, was made in good order and without 
attacks of provocation against anybody, and with- 
out any harm to property of any kind. The Amer- 
ican officer in command at Pola states that all 
property was left in excellent condition. 

CuarcE 2: Between night 15-16 September sol- 
diers demolished hospital in Sesana and plundered 
everything of value. Between Tolmino and Capo- 
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retto, American soldiers attacked and injured 
many of our workers who were working on tele- 
phone lines there. 

Answer: No acts of looting or plunder on the 
part of American troops occurred at any place 
along the Morgan Line. On the contrary the with- 
drawal took place in good order, and without in- 
cident. No American soldier attacked or injured 
or otherwise molested any Slovenes in any way. 

Cuarce 8: On road St. Lucci-Kozarsche Ameri- 
can soldiers threw leaflets from jeep with Italian 
written on them. They pressed the inhabitants of 
this region to leave territory. 

Answer: This preposterous statement has no 
basis in fact. 

Cuarce 4: During the night 13-14 September 
American authorities allowed units of the Italian 
army and Caribinieri to enter Gorizia before com- 
ing into force of Peace Treaty and at same time 
prevented our authorities from entering Zone A 
territory falling to Yugoslavia. 

Answer: Units of Italian Army and OS caribi- 
nieri were allowed to come forward to the treaty 
line at R minus one, in order that an orderly hand- 
over to the representatives of the two nations could 
be made on the treaty line. 

Cuarce 5: At several places American soldiers 
either destroyed or set fire to barracks. 

Answer: Such barracks as the American sol- 
diers occupied in Zone A were improved during 
their occupation, and were not injured in any way 
upon withdrawal therefrom. 

Cuarce 6: During withdrawal American mili- 
tary units fired 3 artillery shots at Caporetto in 
our territory and attempted to provoke incidents 
by shooting infantry weapons. 

Answer: No American unit or soldier fired a 
single shot during the entire operation, prior to, 
during, or after the hand-over. The evacuation 
of the St. Alucia and Caporetto area was without 
incident of any sort. No shots fired from any 
weapon. No troops were involved with any civil- 
ians. Civilians were friendly and arrangements 
had been made to transfer barracks at Plezzo to 
Yugoslav Army detachments but the steady move- 
ment of the Yugoslavs and their complete disre- 
gard of all prior timing arrangements made it im- 
possible. Brigadier General Gaither, Deputy 
Commander of the 80th Infantry Division was 
personally present in Caporetto until 2340 on 15 
September, and was the last U.S. soldier to leave 
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Caporetto and the territory ceded to Yugoslavia. 
A Yugoslav liaison officer was present with him. 

Cuarce 7: Under the protection of American 
soldiers, Italian Fascist bands committed numer- 
ous crimes against inhabitants. 

Answer: The American authorities know of no 
Fascist bands who committed crimes against inhab- 
itants. The charge that such crimes were com- 
mitted “under the protection of American soldiers” 
is false. 

Cuarce 8: From above facts it is clear that 
American authorities and American military units 
have roughly broken obligation they accepted 
under Peace Treaty. They have shown their 
enemy attitude towards our people by brutal at- 
tacks, terror and plunder of property. It is no 
wonder then why our people in Istria are compar- 
ing behavior of American soldiers with behavior 
German Italian armies during war. 

Answer: The American military units turned 
over treaty line exactly as it was drawn, and 
maintained all obligations imposed under the 
treaty; the American authorities met with Yugo- 
slav authorities and attempted to arrange for an 
orderly turnover in every respect. The U.S. 
forces committed no acts against Slovene citizens 
and no plunder of their property. The attitude 
of the American troops toward the inhabitants of 
that part of former Zone A which has now come 
under the domination of the Yugoslav Govern- 
ment has been consistently friendly. There has 
been no hostility at any time on the part of the 
Americans. This allegation is untrue, and is a 
trumped up and malicious charge. 

Cuarce 9: “Politika” states “most recent news 
tells of further brutal violations Peace Treaty pro- 
visions and cites incident in which American occu- 
pation units occupied 300 meters territory near 
Penetetice belonging Yugoslavia.” According to 
“Politika”, “Yugoslav commission went to men- 
tioned populace and protested. American authori- 
ties promised to leave at once but instead issued 
orders to units to take positions on border armed 
with machine guns and infantry cannon.” “In 
this way” states “Politika”, “they violated inter- 
national agreements and showed they desired to 
provoke an incident and a disturbance on the 
border.” 

Answer: The American forces turned over the 
treaty line exactly as prescribed. No violation of 
Yugoslav territory was made. In all cases where 
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Yugoslavs attempted to force the U.S. troops back 
away from the treaty line the American troops re- 
fused to move, and indicated that their orders were 
to stand fast. All international agreements were 
scrupulously adhered to. 

Cuarce 10: “Politika” adds “American military 
as well as Italian authorities were also responsible 
for penetration of Chetnic and Ustashi bands into 
territory Zone A now belonging to Italy” and con- 
cludes “provocative incidents committed by Ameri- 
can and Italian military forces and Ustashi quis- 
ling bands are a new attempt by war mongering 
elements to create hot spots and to prepare eventu- 
ally ground for intervention by foreign interven- 
tionists. They mean at this same time of course 
the breaking of Peace Treaty agreements.” 

Answer: No penetration of Chetnik or Ustachi 
bands into territory of Zone A was made. Ameri- 
can and Italian military forces committed no 
provocative incidents. 


Protest to Yugoslav Government Concerning 
Zonal Boundary in Trieste 


Statement by Acting Secretary Lovett 
[Released to the press September 24] 


On September 22 the United States protested to 
the Yugoslav Government through the American 
Embassy at Belgrade against irresponsible Yugo- 
slav actions in presenting ultimatums to local Al- 
lied military representatives demanding altera- 
tions in the provisional boundary between the 
British-United States zone of the Free Territory 
of Trieste and Yugoslavia. In presenting the 
protest, American Ambassador Cavendish Cannon 
requested the Yugoslav Government to issue imme- 
diate instructions to end this practice, which the 
United States Government considers exceedingly 
dangerous and likely to precipitate incidents lead- 
ing to most serious consequences. 

Ambassador Cannon expressed the U.S. view 
that matters in dispute between local military posts 
must be resolved through normal civilized pro- 
cedures and requested that orders be issued imme- 
diately to insure that such additional matters of 
local dispute as may arise will hereafter be referred 
to the appropriate Yugoslav commander for reso- 
lution through discussion with General Airey. He 
emphasized that General Airey has been instructed 


*Boutxretin of Jan. 27, 1946, p. 114. 
* Buttetin of Sept. 29, 1946, p. 563. 


706 


to maintain the established provisional line, which 
must be recognized as the de facto boundary be- 
tween the British-United States zone of the Free 
Territory of Trieste and Yugoslavia until defini- 
tive delineation has been undertaken in accord 
with the terms of the Italian treaty. 


Denial of Charges Made Against Ambassador 
Lane at Krakow Trials 


The widely publicized Krakow Trials in which 
Stanislaw Mierzwa, Alternate Secretary General 
of the Polish Peasant Party and 16 other 
co-defendants were charged with maintaining 
contacts with the underground and furnishing 
“espionage material” to representatives of for- 
eign powers, ended on September 11, 1947. 

Charges made during the trial that former 
American Ambassador Arthur Bliss Lané and 
members of his staff were among the chief recipi- 
ents of the alleged “espionage material” were 
denied in the following statement issued by the 
Department of State on September 18, 1947: 


The Department of State has no knowledge of 
the receipt by the American Embassy at Warsaw 
of information of any kind from persons men- 
tioned in the Krakow trials and has been assured 
by former Ambassador Lane that he had no con- 
tacts with such persons, did not to his knowledge 
receive any information from them, and had 
strictly forbidden members of his staff to main- 
tain any relations with the Polish underground, 


Preliminary Distribution of the “‘Gold Pot”’ 


Statement by Acting Secretary Lovett 

[Released to the press September 24] 
At the Paris Reparations Conference (Novem- 
ber-December 1945) it was agreed that all the 
monetary gold found in Germany by the Allied 
forces and looted gold recovered from third coun- 
tries to which it was transferred from Germany 
should be pooled for redistribution among the vic- 
timized countries on a prorata basis.1 On Septem- 
ber 27, 1946, a gold commission composed of rep- 
resentatives of France, the United Kingdom, and 
the United States was set up in Brussels to scru- 
tinize claims for looted gold and to determine 

the share of each claimant government.? 
Although the technical and legal difficulties in- 
volved are tremendous, the Department of State 
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has instructed its representative on the Commis- 
sion, in view of the critical international financial 
situation, to urge a preliminary distribution of the 
“gold pot” not later than October 15. The Com- 
mission has agreed to try to meet this deadline. 
The return of a substantial portion of their mone- 
tary gold reserve to some of the European coun- 
tries which are in a critical financial situation will 
help them to overcome their present difficulties. 
There are at present available for distribution 
about 260 million dollars’ worth of gold looted by 
the Nazis and recovered by United States forces 
in Germany plus about 70 million dollars’ worth 
of gold recovered from third countries. Negotia- 
tions with third countries still going on should 
yield additional looted gold for the “pot” in the 
near future. Only about half of the total of 330 
million dollars’ worth of gold now available can 
be distributed immediately since a substantial re- 
serve will have to be withheld to meet claims which 
may later be determined to be valid. The total of 
all claims submitted to the Commission amounts 
to nearly 800 million dollars’ worth of gold. 

Claims have been filed by Albania, Austria, Bel- 
gium, Czechoslovakia, Greece, Italy, Luxembourg, 
Netherlands, Poland, and Yugoslavia. I am not 
in a position to reveal the amount of each partic- 
ular claim, nor am I in a position to say at this 
moment how much any one of the afore-mentioned 
countries will receive in the preliminary distribu- 
tion, since the decision is up to the Tripartite Gold 
Commission and will be announced by this 
Commission. 


October 5, 1947 





THE RECORD OF THE WEEK 


Normal Diplomatic Relations With 
Ecuador Established 
[Released to the press on September 22} 

The United States Government re-established 
normal diplomatic relations with Ecuador on Sep- 
tember 22. 

Several other American republics have likewise 
extended recognition to the Ecuadoran Govern- 
ment. 


Amendments of Migratory Bird Treaty Act 

The President, by proclamation of September 27, 
1947, authorized the Secretary of the Interior to 
amend the regulations approved by Proclamation 
2739 of July 31, 1947, by changing the dates of 
open seasons on waterfowl, coots, rails, and galli- 
nules in the State of Wisconsin and on waterfowl 
and coots in the State of Oklahoma. For text of 
the proclamation see White House press release 
of September 27, 1947. 





Resignation of William Benton as Assistant 
Secretary of State 

On September 24 the White House announced the 
resignation of William Benton as Assistant Secre- 
tary of State, effective October 1. For the texts of 
Mr. Benton’s letter to the President and his report 
to the Secretary of State, see the White House press 
release of September 24. Howland H. Sargent is 
designated as Deputy Assistant Secretary of State 
for public affairs effective October 1. 
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